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Right Decisions 


THE INCREASING DUTIES OF CITIZENSHIP 
By HARRY S. TRUMAN, President of the United States 
Delivered at The National Conference of Citizenship, Washington, D. C., May 17,1951 


T is a very great pleasure for me to be here this morning, 
and I am glad to join in welcoming this conference to 
Washington. I am strongly in favor of what you are 

doing here to help the people of this country to become better 
citizens. ‘he citizen’s job is an important one. It is the most 
important job in this great Republic. 

‘The job of being an American citizen keeps growing more 
difficult and more important, every day. In some countries, the 
important decisions are made by the rulers, and the citizens do 
what they are told. In our country, the citizens make the basic 
decisions, and the officials of the Government have to do 
what the people teli them — sometimes. 

We must make the right decisions. You, as citizens, must 
make the right decisions. Never was there a time when the 
right decisions are so necessary as they are at this time. 


RESPONSIBILITY 


As the problems before our country become more compli- 
cated and more dangerous, our citizens must give greater at- 
tention to their job of making the basic decisions. It is your 
country, as well as mine. It is ydur responsibility, as well 
as mine. 

If you do not assume that responsibility — and you are 
part of that responsibility — there is nobody to blame but 
yourselves when things go entirely wrong. There is less mar- 
gin for error than there used to be making these decisions. 
Wrong decisions in this day and age may wreck the country — 
wreck it for all time. 

There is a great deal of serious business before the Gov- 
ernment of this country now. This business concerns our na- 
tional defense and our national survival. The important de- 
cisions have to be made by the Congress, by the President, 
and the country, and they must be made soon. These decisions 
ought to be above petty politics, because the welfare of the 
country depends upon them. 


Citizens should understand the facts. You know, the hardest 
thing in the world to find is a real fact. And the easiest thing 
to do is to garble and confuse the facts. I repeat, that the 
easiest thing to do in the world today is to garble and confuse 
the facts. We have a great deal of that going on right now. 

I hope, when you leave this conference, you will take home 
with you an understanding of the major problems we face, and 
a sense of urgency about the decisions your Government has 
to make. If this understanding can be spread among all the 
citizen groups you represent, I believe these decisions will be 
made promptly, and I| believe they will be made right. 

If citizens know the facts, and let their elected representa- 
tives know that they want the national interest put above 
every political interest and every special interest, then there 
won't be any question about keeping our nation strong and 
secure. This is one of the most important things that this 
conference can do. 


Major ProspieMs 


We must face up to the major problems, face up to them 
and solve them — solve them in the interest of all the people 
and not in the interest of just a favored few. 

1 would like to outline for you a few of the major problems 
we have to face. 

There is a lot of discussion nowadays about military strate- 
gy. That’s all right. Military strategy is important, and every- 
body ought to be concerned about it. And I want to say to 
you that our Defense Department is headed by the ablest 
group of men that this or any other country ever had for 
planning and carrying out its defense policy. 

But, there are a lot of other problems that are equally im- 
portant. We have the hard problems of defense production, the 
problem of taxes, the problem of stabilization — these are just 
examples of a few of the problems that we have. Unless we 
face these problems, we won’t be able to have any military 
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strategy at all. No matter how able our Defense Department 
men may be, there won’t be anything to plan for. 

The dangers we face are very serious, the most dangerous 
we have ever faced in all our time. Our country faces the 
danger of war from an aggressive and imperialistic foreign 
power. Meeting this danger is all-important. And to meet that 
danger, we should all stand together. 

I think that some people fail to realize that this threat is 
very real. They think there is still time to play petty politics. 

That is a terribly dangerous attitude. We must all get to- 
gether behind the program adequate to meet the perils we 
face. We must get together now — without waiting — and 
without playing petty politics. 

The defense program comes first, that is our first and 
greatest problem. Our defense program and defense produc- 
tion must come ahead of everything else. If we let our de- 
fense program get snarled up, or delayed, or slashed, we 
would be courting disaster. 

The suggestion was made by one Senator the other day, 
that we ought to cut down the goal for our armed forces by 
half a million men. And this same Senator wants to go for 
an all-out war in China all by ourselves. At a time like this, 
such a cut would be foolish — not only foolish it would be 
most dangerous. 

Slashing the size of our armed forces would not be economy, 
it would be an invitation to war. 

Let me drive that home. What we are attempting to do 
now, in the next year and a half, we anticipate may cost 
about sixty billions of dollars. This expenditure over a year 
and a half may ward off world war three. One week of all- 
out war would cost from ten to twenty times that. 

Which is the safest expenditure? 

Do I have to drive that home to you, to say which you 
think is the safest expenditure ? 

Now, in addition to that defense program of ours, we must 
work with our allies. We must have friends in this troubled 
world. Yet some Senators, and some other people, would have 
us go it alone. In this world of ours in this day, we can’t go 
it alone. 

There is a free world, and there is a slave world. We be- 
long to the free world, and we are the head of the free world. 
We have got to accept that responsibility and carry out that 
responsibility. 

Our defense program has two parts. One part is building 
up our own armed forces and our national strength. The other 
is helping our allies build up their strength so they can do 
their share in preventing war and stopping aggression. Both 
these parts of our defense program are essential to our security. 

Unless we help our allies, we might have to face the real 
danger alone. Unless our allies are strong, the Kremlin might 
take them over, and the danger of war would increase. With- 
out allies, our defense would be more difficult, and more 
costly — more costly in dollars, and what is much more im- 
portant, most costly in lives. There is no economy in slashing 
our foreign aid program. Penny-pinching now may mean 
throwing away the lives of our soldiers later on. 


One of the reasons we are in this condition is because we 
did not accept our responsibility immediately after the war 
was over. In 1945, a universal service law was asked for by 
the President of the United States. That universal service 
law passed in 1945 or early in 1946 would have saved millions 
of dollars now. 


The people who prevented the enactment of a universal 
service law in 1945 are trying by every means at their com- 
mand to prevent it now. We must not let them prevent it, 
because it is essential to the safety of the world — to our own 
safety. 





“Must Buitp Our Economy” 

We must build our economy for defense. We have the 
most amazingly prosperous economy in the history of the 
world, and we have got to keep it that way. 

Our defense program includes not only increasing our 
armed forces, making planes, tanks and guns for them and 
for our allies. It also includes having and keeping a strong 
economy here at home. We must be able to turn out greater 
and greater quantities of goods for our armed services, in case 
we have to meet an all-out attack. 

We have to have the economic strength to carry our de- 
fense program for a long time to come. If we are to be in this 
position, we need more factories, more electric power, and a 
higher production of basic materials. We need a sound and 
efficient civil economy to support our defense production. This 
means housing for defense workers, and adequate public serv- 
ices to keep the defense production functioning efficiently. 

When we talk about cutting non-defense expenditures, we 
must be sure we won’t cut the strength and the support of 
our defense effort. People who are trying to do this are not 
helping our country. On the contrary, they are injuring it. If 


these “‘pull-backs” have their way, they will ruin our economy, 


and our country at the same time. 

We must have a stabilized economy. Next to our defense 
program, the most important thing is economic stabilization. 
Economic stabilization means preventing inflation. This in- 
cludes price controls, wage controls, and rent controls. 

EXTENSION OF CONTROLS 

All these controls expire on June 30th, just six weeks from 
now. The Congress is now considering whether these con- 
trols should be extended for another two years. Of course, they 
have to be extended. If they are not, our whole economy will 
be in great danger, and every family in the country will 
suffer — the inflationary pressures will increase. 

Pressures on prices have eased off a little lately, but these 
pressures will come back stronger than ever in the next few 
months. 

The more defense money we spend, the higher prices will 
tend to go. It is a dangerous situation we are faced with. 
Already the defense expenditures for the Army have increased 
the price of those things which the Army has to buy by more 
than 530 million dollars. The increased cost of the Navy ex- 
penditures for the same purpose would have bought four of 
the largest aircraft carriers — the most expensive battleships in 
the world. 

By June 30, we will have spent about nineteen billion dol- 
lars on defense since the attack in Korea a year ago. In the 
year beginning July first, our defense spending will probably in- 
crease to about forty billion dollars. If we do not control in- 
flation, that forty billion dollars will only buy half as much 
as it would even now. After we have built our defenses up 
enough to meet the present danger, we hope we won’t have 
to spend at such a high rate, and prices will be easier to hold. 

Now, everybody says prices must be held down. Everybody 
says prices must be held down, but you must hold down every- 
body’s prices but mine — everybody else must take a cut, but 
be careful don’t touch mine. 

But right now it will take everything we can do to hold 
these prices down, and if we can hold them down until we 
get over the hump of our defense program, we will be past the 
danger point. If we can’t, the cost of living will go through 
the roof. And that will mean ruin for our defense program, 
and ruin for our strength as a nation. 


LosBYISTS 


Now, if we are going to control prices, the Congress has 
got to say, and say it in no uncertain terms, that it wants 
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prices controlled. Every special interest in the country is in 
Washington, or on its way, to lobby for a little exception for 
itself. And most of them can make out a pretty good case for 
themselves. There are enough special interest fellows appear- 
ing before the Senate Finance Committee to run the hearings 
well into June. 

The public interest fellows are not being heard because 
they don’t know what’s happening. Now, you public interest 
people better get here and look after your interests! 

It will be nice to give these private interest fellows some 
exceptions, but we can’t have such a lot of exceptions and 
still have effective price control. If we handed out all the 
exceptions that are asked for, price control would be just like 
a sieve, and the tide of inflation would pour through it. 

I don’t think some of these special interest fellows under- 
stand what might happen if we had all-out inflation, but when 
they come down here and ask for special interest, that is what 
they are asking for: all-out inflation. 

Now, you consumers can make a strong demand for price 
cont rol, 

We are not going to be able to hold the cost of living 
against the tremendous inflationary pressures ahead, unless we 
have a good, strong price control law, and a good strong rent 
control law. If you want that kind of law — if you, the con- 
sumers of this country, want Congress to provide a strong 
price control system, you had better see, and you had better 
write to your Congressman. 

Now, these things in the paper, write to your President — 
| vet forty thousand letters a day, as a result of this or that, or 
a special occasion, but | am saying to you —I am saying to 
you right now, you had better let your Congressman know 
where you stand. You had better see him and tell him about 
it while you are here. 

Tell him you want a price control law that will work 
which doesn’t injure anybody. Price control, or any other 
control, we want an equitable control that will be fair to 
everybody, the producer, the middle-man and the consumer. 
That is what we are working for. 


Citizens “Get Busy” 

The special interests and the lobbies will wreck this sta- 
bilization program, as sure as you’re born, unless the main 
body of our citizens of this country get busy and do something 
about it. And that is what I am urging you to do. 

We must pay-as-we-go, with a fair tax program. Now this 
is something that touches the most touchy nerve in the coun- 
try: the pocketbook nerve. 


Another thing that ought to be of special concern to every 
citizen in this country is our tax program. We have to have 
more taxes, if we are to pay for our defense program and 
hold down inflation. Nobody likes to pay more taxes, but we 
have got to do it because more taxes are essential to the safety 
and welfare of this country. 

So far, we have been doing fairly well in paying for our 
defense program as we go along. But our defense expendi- 
tures are going to increase rapidly. We can’t keep on paying 
as we go unless we get the tax money wherewith to do it. 

‘Taxes are not so hard to take if everybody pays his fair 
share, in accordance with his ability to pay. But, if we let 
the special groups come in and riddle the tax program with 
special exemptions, we won’t have a good tax program, or a 
fair tax prograin. We won’t be able to balance the budget, 
and we won't be able to stop inflation. 

I hope you will all realize, and will take home as one of 
the messages of this conference, that higher taxes are neces- 
sary to our defense program and to our survival as a nation. 

Now, | don’t think people ought to have any trouble agree- 
ing on the national interest. I think everybody — every citi- 
zen — is a patriot, and that he believes that the national in- 
terest comes first, and that at a time like this, when some of 
our young men are fighting and dying to stop Communist 
aggression, and when so many of our boys face a period of 
military service to prepare for whatever may lie ahead, it 
ought to be easy for this country to get together in unity of 
spirit and action. 

It ought to be the easiest thing in the world to agree upon 
a good defense program to hold down the cost of living. But 
it is not easy. It is one of the most difficult things which any 
President has ever faced. I am going to face it, and with your 
help I am going to put it over. Now, we must get the facts 
to the people, and that is hard to do. 

One of the main reasons, I think, is that most of our citi- 
zens — those who do the fighting, and pay the bills, and keep 
the country going — are just too occupied to make their voices 
heard. If they had all the facts, and their representatives in 
Washington knew how they felt, I don’t think we would 
have so much trouble with these great problems. 

That is why the work of this conference means so much in 
the present crisis of the world. The future depends on the 
opinions and the decisions of the American people. 

If you can develop ways of keeping our citizens better in- 
formed, or helping them to understand the increasing duties 
of their citizenship, I have no doubt that this country will 
make the right decisions, and that those decisions will lead the 
world to a just and lasting peace. And that is what we all 
want. 





Stopping Communism 


POLICIES TO WIN THE PEACE 
By THOMAS E. DEWEY, Govwernor of New York 
Delivered to New York State Republican Committee, New York, N. Y., May 10, 1951 


AM grateful for this opportunity to thank each of you 

present at this magnificent dinner and the countless others 

who made possible the victory we celebrate tonight. 
Against a typical, unprincipled Democratic smear campaign 
of the lowest order your Republican Administration of the 
State of New York was re-elected by a majority of more than 
half a million, 


We pledged the continuation of the clean, progressive gov- 
ernment,our people have had for the last eight years. I am 
proud to be able to report to you tonight that every single 
promise we made in the campaign last fall has already been 
passed by the Legislature and enacted into law. 

I am also happy to be able to report to you that there are 
no Frank Costellos in your State Administration or any of 
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their friends — that there never have been and never will be. 

But this is no time for self-satisfaction. Our country is in 
great danger. | am deeply convinced that America can win 
through only if we are much stronger than we now are, much 
more united than we now are, and a whale of a lot better 
governed than we now are. 

The American people are sick and tired of the national 
Administration’s blunders in foreign policy from Potsdam 
on one side of the world to China on the other. 

Our people have suffered patiently under the Administra- 
tion’s politics-as-usual —or should I say its more-politics- 
than-ever, its frightening incompetence and its continued waste 
of billions of dollars every year through inefficiency or worse. 

But one thing our people will not suffer patiently is the 
midnight dismissal of a great American who has served his 
country for fifty years — without notice of the charges against 
him and without even a hearing. 

Our people and the whole free world owe a profound debt 
of gratitude to Gen. Douglas MacArthur. He has been cast 
aside by his Government but the people have taken him to 
their hearts. No more brilliant soldier ever served this coun- 
try, and no man ever did more to convert enemies into friends. 

In five years General MacArthur converted 80,000,000 
Japanese who were our enemies into 80,000,000 friends. In 
these same five years the present National Administration al- 
lowed 450,000,000 Chinese who were our friends to be de- 
livered as 450,000,000 slaves to our enemies. 

The secret of good government is to attract and keep the 
best men there are. If your top associates are any good, they 
will disagree with you. If they do not disagree, they are just 
rubber stamps. When they do disagree, it is the job of the boss 
to bring them in and argue it out. It may take a day. It may 
take a week. But if they are good, you don’t fire them. The 
business of government is the patient conciliation of conflicting 
views and the fullest use of the best brains you can get. 

I do not challenge the power or the right of the President 
under the Constitution to relieve a military commander. I do 
challenge the wisdom of the dismissal and the shabby manner 
in which it was done. 

So, having lost one of the best brains in the service of our 
country, where are we? At home we are engaged in the bit- 
terest controversy, the most venomous public dispute that has 
divided and confused our people in this century. Our relations 
with our allies are strained. Communist propaganda is having 


a field day. 
Far East Poricy 


What do we do about it? I suggest that now is the time 
for the force of public opinion to compel our Government to 
formulate a policy for the whole Far East —a policy that 
will stop the spread of communism and start turning it back. 

For the defense of the West we do have a policy in the 
North Atlantic Alliance. We have just finished the first phase 
of what has been called “The Great Debate.” Instead of in- 
viting the third World War by weakness and indecision, we 
have wisely committed ourselves to preventing that war by 
the building of overwhelming strength on the European con- 
tinent. 

We have no such policy for the Far East. Four years ago 
in this room I demanded that the Administration establish 
equally strong policies in the Far East to save China and 
Asia from falling into the hands of the Communists. The 
words are as timely today as they were four years ago when 
I said: 

“The free world is now in the desperate position of a man 
who has gangrene in both legs — in Western Europe and in 
Asia. As a doctor, our Government is telling the world that 
we have a very good cure for gangrene, but we will apply 





it to one leg only while the gangrene in the other leg de- 
stroys the patient. 

“As we take action to save the 275,000,000 people of 
Europe for the free world, it is the sheerest folly to abandon 
the 450,000,000 people of China.” 

For the first time now we have the Wedemeyer Report 
on China which said exactly the same thing. But in the face 
of plea after plea the National Administration could never 
rally itself to formulate a real policy for the Orient. It has 
not done so even today. At this moment America, the greatest 
power on earth, has nothing but little pieces of policy in the 
Far East — little pieces that do not fit together. As one result, 
the Chinese people have fallen into the hands of Communists 
who are using them to kill American boys in Korea. 


STRUGGLE IN SURVIVAL 


The cold fact is that we are being warred against all over 
the world by a relentless, brutal, Communist enemy with 
headquarters in the Kremlin. As we make our decisions let’s 
be perfectly clear on the fundamentals. We are not at peace. 
We are engaged in a desperate struggle for the survival of the 
United States of America and the whole idea of human free- 
dom. 

In every spot on earth Imperialist, Communist Russia is 
waging war with every sinister weapon from propaganda to 
sabotage and from treason to flaming military aggression. 

They intend to take the world bit-by-bit, piece-by-piece. 
They want the industrial power of Germany and Japan so 
they will no longer have to fear the might of America. Then 
they intend to choke us to death by gobbling up Asia, Africa 
and South America and with them the uranium, the rubber, 
the tin and manganese without which our country would be 
totally defenseless. 

Whether the aggression is by force of arms or by stealing 
elections in small nations, by Communist-led strikes or by 
revolutions, the war is being waged, fiercely, in every nation 
on earth. 

One more fundamental: While the pace will change from 
time to time, this war will continue the rest of our lives 
or so long as communism rules Russia. 

This does not mean that World War III cannot be avoided. 
It does not mean that we should ever for one moment think 
of starting a preventive war. It does mean that total war can 
be prevented only if we develop overwhelming strength to 
stay the aggressor. 

It does mean that out of the present Senate hearings and 
the confusion and bitterness and tragedy through which we 
are now passing, we, as a people, should agree upon and in- 
sist that the Administration adopt clear and strong policies and 
press for their acceptance by our friends and allies. That is 
the way to stop the Kremlin in its tracks. It is the way to 
stop the brutal Communist aggression and bring victory in 
Korea. It is the way to win the peace. These policies should 
include the following: 

First: There will be no appeasement of communism — no 
retreat anywhere in the world. 

Second: The United States will never recognize Red China. 
We will never vote to seat Red China in the United Nations 
and we will use the veto, if necessary, to keep her out. 

Third: A free Formosa is essential to the defense of the 
United States and the free world. We will not permit it at 
any time to fall into the hands of the Communists. 


“WEAK-KNEED WoOBBLING’ 


Today, while Chiang Kai-shek toils to build his army of 
half a million men on Formosa, our own Government still 
has no clear-cut policy that anyone can discover, In January 
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of last year our National Administration announced we would 
not defend Formosa. In June they said we would defend 
Formosa. In August they said we wouid not defend Formusa 
after the Korean war was over. In December they said we 
might defend Formosa after the Korean war was over. This 
is the very kind of weak-kneed wobbling that invited the war 
in Korea and will bring new wars unless it is stopped. 

We should determine and announce that we will not risk 
the loss of Japan and the Philippines by losing Formosa and 
we will not risk having the defense of America pushed all the 
way back to the coast of California. 

Fourth: Even at this desperately late hour we should ac- 
celerate the flow of supplies to the Chinese Government of 
Chiang Kai-shek. He heads the only Chinese Government we 
recognize. We have aided nearly every free government on 
earth but we abandoned Chiang after he had fought for twenty 
years against the invasion of China, first by the Japanese and 
then by the Communists. As I have said in twenty speeches 
over the last four years, Chiang was good enough for us dur- 
ing World War II and he should be good enough for us 
today when we are trying to prevent World War III. 

The President should immediately withdraw the order he 
had no right to issue prohibiting Chiang from aiding guer- 
rillas on the mainland and using his own troops in any way 
he deems fit. When American boys are being killed we should 
stop being so fussy about who helps us kill our enemies. 

It has also been proposed that we bomb Chinese bases in 
Manchuria and impose a naval blockade against all of Red 
China. These proposals involve strategic decisions by our gov- 
ernment and our Allies on the basis of their intelligence re- 
ports from all over the world. These also involve technical 
military considerations and the military experts are in disagree- 
ment. | am not a military expert and I do not have access 
to the intelligence reports. 

So I cannot claim to know the answers, but we must face 
the fact that if the Korean war continues the time will come 
when we can no longer allow a determined enemy to use im- 
portant bases free from air attack. And this I do know: if our 
government rejects the idea of naval blockade of the coast of 
China, then it is under heavy obligation to achieve the same 
end by political action. So, 

Fifth: We should immediately urge that every free nation 
in the world place an embargo upon the shipment of goods 
to China. I do not mean an embargo just of rubber or of 
steel or military equipment. | mean an absolute and total em- 
bargo against the shipment of any goods or any trading what- 
soever with Red China. 

A tragic blunder in the policy of the British Government 
is the continued British trade with Red China. It is good 
news that the British people are forcing their government to 
stop trading with the enemy. 


JAPANESE TREATY 


Sixth: The work on the Japanese peace treaty should con- 
tinue to have the fullest support. The only bright spot of 
genuine bipartisanship in the whole Orient is the brilliant job 
in negotiating that treaty which is being done by our own 
John Foster Dulles. With the full cooperation of both the 
Administration and General MacArthur and with the support 
of Republicans and Democrats, he has engaged in this difficult 
and thus far successful task. That treaty will advance the 
building of great economic and military strength out of which 
we may hope that Japan will become a bastion of freedom 
in Asia. 

Seventh: Turning from Asia to Europe, American policy 
must be publicly committed to the creation of a United States 
of Europe. The North Atlantic Treaty is the cornerstone for 





military cooperation. The Schuman Plan, the Council of Eur- 
ope, the customs unions are the foundations of economic unity 
for 275,000,000 people of Western Europe. All that remains 
is political unity for Europe to become the greatest bulwark 
against communism in the world and we should press harder 
for its achievement. 

Eighth: Turkey and Greece are fighting by our side in 
Korea. They have a right to be admitted to the alliance of 
the North Atlantic Treaty and they should be admitted now. 
We should welcome as allies every nation which is willing and 
able to array itself on our side. We should bring in Spain and 
Yugoslavia and do it now, whether we like their political 
leadership or not. When my country is in danger I want to 
know who has the divisions and who is on my side. Each of 
these countries has tough, fighting armies. Those armies should 
become a part of the vital forces Gen. Dwight D. Eisenhower 
is now building for the defense of the Western World. 

Ninth: We must recognize and defeat Russia’s primary 
objective —a split between our country and our allies. The 
simple truth is that no free nation in this world can survive 
without friends. 

We must allow nothing to deprive us of the air bases from 
which we could drop the atom bomb on Russia. Those bases 
made available by our allies right now constitute our greatest 
insurance against all-out Soviet attack. Soviet Russia must not 
be permitted the triumph of a political split between us and 
our allies, which would deny to the free world, and most 
importantly to America, the air bases which are essential to 
the winning of the peace. 

Tenth: Universal military training should be adopted by 
the Congress now so we'll never again be caught untrained, 
unprepared, and unarmed. I have two sons and I want them 
prepared to defend themselves. | want them prepared in the 
great company of a strong America and a free world powerful 
enough to prevent another world war. 


DEFENSE OUTPUT 

Eleventh: The production of tanks and airplanes and the 
essential material for defense should be accelerated. This 
means great expense and real sacrifice for our people. But 
we must be ready for any emergency. There is no price tag 
on freedom. 

It is my highest hope that out of the present bitterness and 
controversy good can come. We can, in fact, as a people, force 
our national Government to do something it has never done — 
adopt a real policy in Asia. We can bring about strength which 
we do not have. With an aroused public opinion we can greatly 
strengthen the cause of America and the free world. 

And while we are debating in this country let’s make it 
very clear to our friends elsewhere in the world that we are 
debating only methods, not objectives. It is through exactly 
this process of debate and controversy that free peoples decide 
how to achieve their agreed objectives. It is only the Com- 
munists who don’t understand freedom and free discussion. 
It is time they learned that we may have a lot of family fights 
among ourselves but heaven help the Russian who thinks 
that means we won’t unite to lick him in every fight he starts. 

We will probably have some more family fights, which 
outsiders will not understand. The Democratic party has de- 
liberately chosen political expediency as a way of life. It has 
failed miserably to measure up to the needs of these perilous 
times. 

The confusion and bitterness in this country today are the 
result of the incompetence and petty politics of the Demo- 
cratic administration and next year the people will throw it 
out. That overturn will put the destiny of the nation in firm 
Republican hands and will serve the cause of freedom every- 
where. 
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We still have a year-and-a-half to go under the Demo- 
cratic administration. It can still redeem part of its failures 
by adopting policies in Asia and elsewhere, which our people 
and our Allies will understand and support. 

The Administration has a solemn duty to recognize the 
public demand for such a program and to atone for its errors 
by providing better leadership in its remaining days. To the 


extent that it does so, I am sure that its actions will be sup- 
ported. 

At best, the path ahead is not easy. We face years >f 
trouble and sacrifice. But our cause is just and the peace can 
be won. 

Through firm purpose and great strength a third world 
war can be prevented and human liberty, under God, will 
triumph once again. 


Self-discipline, the Key to Peace 


WE MUST PRACTICE WHAT WE PREACH 


By BERNARD M. BARUCH, Statesman 
Delivered at the 45th Annual Convention of the Boys’ Clubs of America, New York, N. Y., May 10, 1951 


HEN President Hoover asked me to speak to you this 

\\ | evening, I do not think he knew how close to my heart 

the Boys’ Clubs of America are. As a young man I 

was a voluntary worker for almost five years at one of the 

earliest Boys’ Clubs here in New York City. Our club was in 

the West 69th Street Settlement House which Harvey Fisk, 
the banker, had made possible. 


One feature of our club was quite an innovation in those 
days. My father, Dr. Simon Baruch, was an ardent apostle 
of free public baths. He persuaded Mr. Fisk to build a shower 
bath. There were no baths in many of the crowded tenements 
in the neighborhood and our “rain bath” attracted many who 
didn’t take part in the settlement program. 

A shower, with soap and towel cost a nickel. 

A nickel then still had buying power. 

At that time—in the 1890’s—you could count all the Boys’ 
Clubs in the whole United States on the fingers of both hands. 
There actually were fewer than ten in all. Today yours is an 
organization of 335 fingers, 335 clubs reaching 335,000 boys. 

Recently while thumbing through several notebooks of his 
reminiscences, I found this account of how Mr. Fisk came to 
be so interested in Boys’ Clubs. 


The panic of 1893 brought harsh suffering to the neighbor- 
hood where Mr. Fisk lived. Men were out of work. Many 
couldn’t pay their rent or buy food or clothing. Mr. Fisk was 
greatly troubled. 

About this time Mr. Fisk and his wife went to Chicago to 
see the World’s Fair. On their way home, they stopped for a 
few days in a summer home near Millbrook, back of Pough- 
keepsie. It was run by a couple who had been forced by the 
financial panic to take in paying guests to avoid losing their 
home. There was a blazing log fire in the living room and in 
the evening, while waiting for his wife to come down, Mr. 
Fisk would sit gazing into the flames, thinking of the suffering 
poor in his neighborhood. One evening, in this mood, he hap- 
pened to pick up a book recounting the experiences of a self- 
sacrificing Alaskan missionary, Sheldon Jackson. Inspired by 
Jackson’s life, Mr. Fisk resolved to follow Jackson’s example 
and help his less fortunate neighbors. 

So you see that Boys’ Club on 69th Street was born of 
trouble—and a good neighbor. 

Trouble and a good neighbor! Since reading Mr. Fisk’s 
reminiscences I have wondered about this combination. Our 
troubles certainly have not diminished over the years. But what 
of our supply of good neighbors? 

The way we live today, heaped one on top of another in 
gigantic cities, makes us strangers to one another. For adults 
it may not seem important whether they know the family next 








door or the families living down the block. But for growing 
children, the absence of real neighbors is a tragedy. No man 
can grow by himself. Young people need companions. Young 
people need the institution of neighborliness. 

I like to think of the Boys’ Clubs of America as the good 
neighbors of our city streets. It is no accident that your organi- 
zation has grown so prodigiously with the increasing urbaniza- 
tion of American life. The larger our cities become, the larger 
the need for the Boys’ Clubs of America. 

There is still another reason for your success, which should 
not be overlooked. In fact, it deserves special emphasis because 
of its bearing upon the crisis which grips us. 

Today all of us are caught up in a world-flung spiritual 
Armageddon. All our institutions, all our beliefs, all our lives 
are on trial. 

Possibly because this struggle is so all-embracing, the essen- 
tial issue apears different to different people. Some see this 
conflict as little more than the rivalry of two powerful na- 
tions—Russia in the one hemisphere and the United States in 
the other—but much more than power politics is at stake. 

Others see the contest as one of ideologies, of communism 
versus capitalism. The contest is certainly an ideological one, 
but it is hardly as simple as communism and capitalism. The 
Soviet Union, of course, has never known real communism. 
And what do we mean by the word “capitalism ?” The United 
States has always been a “‘capitalistic”’ nation, yet think of how 
this nation has been transformed in its lifetime, from thirteen 
largely agricultural colonies huddled along an Atlantic beach- 
head to this mighty continent-flung nation. America’s present- 
day economy bears slight resemblance to the economy of one 
hundred and fifty years ago. To apply the same label to this 
country, through all its many stages of growth, certainly raises 
some questions as to what it is that we really mean by the 
word “capitalism.” 

I prefer to call it individualism. 

Then, there are others who see the raging conflict as a 
religious crusade, as a clash between those who believe in a 
higher law, above mankind, against those whose philosophy is 
one of crass materialism. That is certainly an important part 
of the conflict. 

But when we reduce all this to the individual, what is the 
issue that confronts each of us personally ? What is the choice 
each of us must make? 

Our choice is self-discipline or slavery. 

The Soviet regime stands for no new, progressive philosophy. 
It seeks to re-establish one of the oldest dogmas in history, that 
people are unfit to govern themselves but must obey the dic- 
tates of a chosen few who claim that they and they alone know 
all the answers. 
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This country stands for faith in mankind, in man’s ability to 
govern himself through representatives of his own choosing. 

The test which we face, along with those other nations who 
believe in man, is one of government. Either we succeed in 
voverning ourselves or, if we fail, we invite others to shackle 
us in ruthless subjection. 

If this nation is overwhelmed it will not be because others 
had a superior strength. It will be because we failed to disci- 
pline ourselves ; because we put petty comforts and petty profits 
ahead of the disciplines required to protect our liberties; it 
will be because we failed to discipline the various pressure 
groups in the national interest. If this nation is wrecked, and 
with it will go all civilization as we know it, it will be because 
we did not give up enough, quickly enough. What greater 
incentive, profit or comfort can we desire than to preserve our 
liberty ? What baubles that we clutch to our bosoms are worth 
a tithe of that? 

Let no one be lulled by thoughts of the enormous economic 
potential in this country; by our capacity to produce; by what 
we are getting ready to do. True, we have the resources. But 
those resources will remain locked in impotence unless we 
demonstrate the self-discipline needed to unlock those resources 
so they can be converted into the defenses necessary to avert 
a third world war, or to win it, if it is thrust upon us. 

Self-discipline is the key to peace. 

It is the key to our security. It is the key to Western 
Europe's security. The nations of Western Europe have vaster 
resources than the Soviet Union. Theirs is the capacity to raise 
adequate defenses. What is lacking is the will to match what 
the Soviets have forced on their people. 

The choice is as simple and brutal as that. Can the free 
peoples discipline themselves to match the sacrifices which the 
Soviets are exacting through slavery? 

Self-discipline or slavery ? Which will win out? 

In this contest, the Boys’ Clubs of America represent a 
definite contribution to victory. From the inception of the 
Boys’ Clubs, the main emphasis in your program has been upon 
sportsmanship—that one plays the game according to rules and 
without stooping to underhanded advantage. 

‘The essence of fair play is, of course, mutual respect and 
self-restraint, the ability to discipline one’s self to abide by the 
rules of the game, even while striving to excel. In the larger 
sucial sense, the ideal of fair play is synonymous with justice 
and the rules of the game are synonymous with the rule of law. 

Nor is it mere chance that dictatorship, hatred and slavery 
trample together. Those who lust for power subscribe to no 
rules of the game. Dictators, by definition, must deny the 
existence of higher laws or higher principles. And how does 
one go about preparing men for slavery? One must first get 
them to hate one another, to destroy their mutual self-respect, 
so they will be ready to treat one another like beasts. 

Fair play is the American way of life. Fair play is America’s 
“ism.” In the past it has triumphed over all “isms” of hate and 
1 am sure it will do so in the future. 

In spreading the ideal of sportsmanship among young peo- 
ple, the Boys’ Clubs of America are doing yeoman work in 
building a better America. In your program of activities how 
wise you have been to place the emphasis on how we play the 
game, rather than on simply winning. All of us would be better 
off if we recognized the age-old truth that life is not to be 
measured by the material possessions one accumulates but by 
how we live the struggle that is our common lot. 

Try as we may, none of us can be free of conflict and woe. 
Even the greatest men have had to accept disappointment as 
their daily bread. 

Woodrow Wilson was a striking example. The disap- 
pointment in not being able to put over the League of Nations 
broke him physically. His hands had held the peace of the 


world in their grasp; but his last days were spent, looking at 
empty hands. 

Clemenceau—the tiger of France—did so much for his coun- 
try. Yet in the evening of his life he was denied the presidency 
of the French Republic—denied it by one vote in the French 
Senate. His election could have done no harm—not even to his 
enemies—for the powers of the French president are sharply 
limited. 

Franklin Roosevelt died yearning for a world peace that has 
grown steadily more difficult to achieve. 

I could go on to list almost every conspicuous figure in our 
history and the frustration each had to endure. 

The art of living lies less in eliminating our troubles than 
in growing with them—or perhaps I should say in outgrowing 
them. 

Recently a young friend of mine who has two small chil- 
dren told me of his trials and tribulations as a parent. Children 
are always a problem, he remarked, the saving grace is that 
they do not remain the same problem for long. You'll try 
everything you can think of to break them of some form of 
deviltry, like refusing to go to bed on time. Just when you 
are ready to call it “quits” and go to a psychiatrist, the child 
will suddenly enter onto a new stage. The old deviltry van- 
ishes. You tear up the telephone number of the psychiatrist 
and think, ‘“‘At last I’ve got the boy in hand!” But soon some 
new deviltry pops up. After a while you realize that the wise 
course is to let the child outgrow things. 

So it is with society’s problems. Looking back through his- 
tory we find few instances where man has really solved the 
problems besetting him. Mainly his salvation has lain in out- 
growing them. 

The fact that the Boys’ Clubs reach our youth through 
their growing years is another instance of the importance of 
your work. 

Growing up, however, is not solely a problem of the in- 
dividual. Man and society must grow together. Each indi- 
vidual’s efforts to discipline himself must be matched by so- 
ciety’s struggle to enforce the rules of law and of justice 
under the law. You cannot teach “fair play” in a society 
groaning under injustices. On the other hand, justice cannot 
prevail except with a citizenry trained in self-discipline. 


That social and human growth intertwine is generally ap- 
preciated. Yet in the excitements of the day, the relationship 
is often overlooked. In recent months, for example, the nation 
has been shocked by exposures of political corruption in league 
with organized crime and gambling. Varied reforms have been 
suggested and new laws proposed to correct these abuses. 
Much has been written about the need for a revival of moral 
faith in the nation. 


New laws may be needed. The moral vigor of a people can 
always stand strengthening. But let us not overlook the social 
causes of crime and fail to correct those evils. 


In recent years a new shame of our cities has been devel- 
oping before our eyes and no systematic attack on the prob- 
lem has yet been made. This new “shame” is the direct out- 
growth of the flight to the suburbs of the better-income citi- 
zens, leaving behind them poorer people, many less fortunate, 
many less well-educated. It is in these “older, cast-off areas” 
of the city that crime thrives; that crime in fact is perhaps 
the major industry left to attract the ambitious youngster, 
looking for opportunity to get ahead. 

Every major city in this country is suffering from such 
blighted or passed-by areas in the very heart of the city. People 
with higher incomes having fled to the suburbs, those who are 
left must watch their housing erode, their school deteriorate, 
property and business values drain off — all conditions which 
make things worse. 
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“Cut and get out” was the ruthless practice through which 
our timber resources were stripped. Are we not witnessing a 
similar ‘“‘cut and get out” process in our cities? The nation 
finally awoke to the need for conserving our natural resources, 
but only after terrible waste. How long will it take us to 
awake to the need of an urban conservation movement? 

In the time at my disposal, I cannot discuss this problem 
fully. I would like to emphasize, though, that the problem 
is a far broader one than merely better housing. The problem 
traces back to the fact that our cities have grown without social 
roots. Our cities must acquire roots or die. 

Juvenile delinquency is evidence of the failure of both hu- 
man and social growth. When the young delinquent appears 
in court it is not the individual alone who has failed but society 
as well. 

It is not the delinquent alone who has failed but we as well 
— you and I. 

Let me quote you one paragraph from that excellent study 
on juvenile delinquency made by the Doctors Glueck. 

“We are living in an era of violence. Corrupt politics makes 

a mockery of moral platitudes. Old fears of breaking the 


moral laws are gone. As long as prominent large-scale of- 

fenders consistently escape prosecution and politicians pal 

with corrupt elements, we cannot without hyprocrisy decry 
the delinquencies of the young. We fail to present our 
youth with a consistent, morally wholesome set of values. 

That is one basic reason why preaching to the young is 

greeted by them with amused cynicism. They know us for 

what we are.” 

How can we expect the younger generation to grow up as 
the moralists say they should unless we set them an honest 
example? 

It is not enough to preach; we must practice what we 
preach. If our actions deny our preaching, do not our words 
become a satire on our actions? 

This is a noble work in which the Boys’ Clubs are en- 
gaged. The more opportunity our boys are given to develop 
their ideals of fair play and mutual tolerance, the better citi- 
zens they will make, the more durable will be the human 
texture of our society. But I beg of you not to concentrate 
solely on the boys. Let us also give attention to our own 
shortcomings. 


Prospects for Peace 


U.N. BUILDING FIRM FOUNDATIONS 


By RALPH J. BUNCHE, Chairman, U.N. Department of Trusteeships 
Delivered at Stanford University, Stanford, California, April 28, 1951 


T has been a delightful experience to participate in this 
first Western College Conference on United Nations 
Affairs and the Model United Nations which has been 

in session on this beautiful campus for the last three days. To 
the student participants, I must say that you are to be warmly 
congratulated on the intelligence, understanding and imagina- 
tion, all in abundant measure, which you have put into these 
meetings, and on the zest with which you have discharged your 
respective assignments, whether you were cast in the role of 
hero or villain. 


I think there can be little doubt that this has all been very 
much worthwhile and a rich experience for everyone connected 
with it. I, certainly, consider it a real privilege to have been 
with you in the role of president of the General Assembly 
of this model “Model United Nations.” The several organiza- 
tions which sponsored this conference are to be highly com- 
plimented. I am especially happy to be identified indirectly 
with one of them, and this, an organization of students, the 
Collegiate Council of the American Association for the United 
Nations. 

The student delegations participating in these meetings have 
been learning a good deal about the machinery of the United 
Nations and how it works in actual practice. They have been 
more fortunate than are the real delegations at Lake Success, 
since their positions on the questions at issue have not been 
pre-determined by rigid instructions from governments. 

But this has all been quite realistic. Just as at Lake Success, 
much of our time has been preoccupied with procedural mat- 
ters. It is a most distressing trait of mankind that every in- 
dividual should consider himself an expert parliamentarian, 
but there seems to be little that can be done about it. Satan 
must long ago have paid high tribute to whoever conceived 
of that device of the devil, the point of order. We have had 
heated debates, acrimonious exchanges, charges and counter 
charges. In other words, we have been acting very human 


here, and that, after all, is the fundamental explanation of the 
indispensability of the United Nations in world affairs. 

In simulating the working of the United Nations we have 
been dealing with the machinery of peace, the only real hope 
the world has for peace. As we know all too well, in the minds 
of peoples the world over, in the minds of all of us, one ques- 
tion is uppermost: “Is there hope for peace?” It is a grim 
measure of the state of mankind’s affairs that this should be 
so; that at the peak of human civilization, man should find 
himself peering into even the immediate future with fear and 
foreboding. 


It is tragically true that in these critical times — times 
which test to the utmost the good sense, the forbearance and 
the morality of every peace loving people — it is not easy to 
speak of peace with either conviction or reassurance. It is 
equally true, of course, that statesmen the world over, exalting 
lofty concepts and noble ideals, pay homage to peace and free- 
dom in a perpetual torrent of eloquent phrases. But the states- 
men also speak darkly of the lurking threat of war, and the 
preparations for war ever intensify, while strife flares or 
threatens in many localities. 

These are baffling times for the common man, everywhere. 
For what does the man in the street perceive when he looks 
about him? He finds that the grand words used by statesmen 
have no common meaning. Freedom, democracy, human rights, 
international morality, peace itself, mean different things to 
different men and different ideologies. Words, in a constant 
flow of propaganda—itself an instrument of war—are em- 
ployed to confuse, mislead and debase mankind. “Democracy” 
is prostituted to dignify enslavement ; freedom and equality are 
held good for some men but withheld from others by and even 
in societies whose traditions are democratic ; in “free” societies, 
so-called, the rights and dignity of the individual are callously 
subordinated to the state; aggressive adventures are launched 
under the guise of “liberations.” Truth and morality are sub- 





a . f . a ; é vy. 
oe aa” Pa ai RR es nae oe a ere cee er 





4) 


aE 8 BOIS 6 


Vital Speeches of the Day 





verted by propaganda, on the cynical assumption that truth is 
whatever propaganda can induce people to believe. It was 
Voltaire, who, with great insight and an enormous hatred of 
war, declared: ‘““‘War is the greatest of all crimes; and yet 
there is no aggressor who does not color his crime with the 
pretext of justice.” 

The common man will also observe with bewilderment that 
although all nations and peoples claim to be for peace, never 
has peace been more continuously in jeopardy. Never in hu- 
man history have so many peoples experienced freedom; yet 
human freedom itself is a crucial issue and is widely endan- 
gered. Indeed, by some peoples, it has already been gained 
and lost. 

‘The present international situation, beyond question, is ex- 
ceedingly dangerous. | would not, for a moment, minimize its 
grimness. Still, I believe there is a sound basis for hope—hope 
for the future, hope for an ever more just and secure world 
order based upon free and equal peoples. My hope is no mere 
expression of faith, though I have deep faith in the essential 
voodness and good sense of mankind. I have no doubt at all 
that peoples everywhere, East as well as West, long for peace. 
In a single generation, the peoples of the world have suffered 
the profound anguish of two catastrophic wars; they have had 
enough of war. Because of this, governments throughout the 
world today, whatever their motivations and intentions may 
be or may appear to be, must speak to their peoples only in 
terms of peace. War can come, of course, and if it should come, 
the peoples of the world will again be called upor to fight it; 
but they would not have willed it. And who could be so unsee- 
ing as not to realize that in modern war victory is illusory ; 
that the harvest of atomic war can be only universal misery, 
destruction and degradation ? 





\ly hope is rooted also in the demonstrated potentiality of 
the United Nations. Despite its weaknesses and failures, and 
these have been many and grave, the United Nations has given 
evidence of great strength in the realm of peace-making. I 
believe it will exploit to the fullest the universal longing of 
mankind for peace and build this longing into an ultimate 
irresistible bulwark against war. 

In short, in my view, if there is hope for our future, it rests 
in the United Nations. If the United Nations cannot secure 
a more just and free world order, there will be none. If the 
United Nations cannot keep the peace, there will be war— 
catastrophic, fatal, atomic war; a war, perhaps the final war, 
from which there would be survivors, but few, if any who 
would care to boast of themselves as victors. 

‘The international problems with which the United Nations 
is concerned are the problems of the inter-relations of the peo- 
ples of the world. They are human problems. The United 
Nations is entitled to believe, and it does believe, that there 
are no problems of human relations which must for any reason 
be regarded as insoluble, and that there is none which cannot 
be solved by peaceful means. The United Nations—in Indo- 
nesia, Palestine and Kashmir—has demonstrated convincingly 
that parties to the most severe conflict may be induced to aban- 
don war as the method of settlement in favor of mediation and 
conciliation, at a merciful saving of untold lives and acute 
suffering. 

We must face the plain fact, however, the world and its 
peoples being as they are, that there is no easy or quick or 
infallible aproach to a secure peace. It is only by patient, per- 
sistent, unrelenting and undismayed effort, by a ceaseless proc- 
ess of trial and error, that peace can be won. Nor can it ever 
be won cheaply. 

These lessons the United Nations has already learned well. 
We may be candid. Certainly the United Nations has not lived 


up to our expectations of six years ago when the Charter of 
the United Nations was formulated on these very shores. Per- 
haps many of us, flushed with the magnificent victory of the 
Second World War and misled by the apparent unity of pur- 
pose of the Allied Great Powers, expected too much. We en- 
visaged the prolongation into the post-war period of that col- 
laboration between West and East which alone made victory 
possible. But we overlooked the elemental lesson that wars, 
even victorious wars, settle nothing, that the inevitable post- 
war aftermath of world conflict is only less terrible than the 
conflict itself. 

Still, in its short but turbulent six years, the United Nations, 
until the past few months, at least, has demonstrated a com- 
forting ability to cope in some helpful fashion with every 
dangerous crisis that has erupted into violence or threatened 
to do so. It has never been easily done nor as well as might be 
hoped for, but it has been done. In these post-war years, the 
United Nations, in the interest of peace, has been called upon 
to eliminate the threat of local wars, to stop local wars already 
underway, and now in Korea, itself to undertake an inter- 
national police action which has amounted to full-scale war 
in fact, to two of them. Its record has been impressive. The 
United Nations has intervened to stop meancing conflicts in 
Iran, Greece, Berlin, Palestine, Indonesia, and Kashmir. These 
interventions have enjoyed varying degrees of success, but in 
every instance they contained and checked local wars or threats 
of wars, and thereby kept them from assuming more dangerous 
proportions and engulfing the larger world. 


The significance of these interventions is not merely that 
the United Nations intervened, but the manner in which it 
intervened. The United Nations has developed new techniques 
and approaches for meeting such challenges to peace and order 
in the world which were unknown to the League of Nations 
and far bolder than any methods employed by that body. The 
United Nations projects itself directly into each troubled area 
of the world by means of missions sent out to work on the 
spot—in the very midst of the conflict. These missions, which 
might appropriately be described as ‘United Nations peace 
armies,” consist of United Nations commissions or agents and 
their staffs of civilian and military personnel. These “peace 
armies” persist in their efforts to stop the fighting and to keep 
it stopped, and to bring the disputing parties together to the 
end that an ultimate peaceful settlement may be achieved by 
mediation and conciliation. . 


In Korea alone and for the first time, the United Nations 
processes of peaceful intervention to settle disputes failed. 
They failed only because the North Korean regime stub- 
bornly refused to afford them the chance to work, and resorted 
to aggressive force as the means of attaining its ends. Con- 
fronted with this, the gravest challenge to its mandate to pre- 
serve the peace of the world, the United Nations had no 
reasonable alternative but to try to check aggressive national 
force with decisive international force. This it has attempted 
to do, and it was enabled to do so only by the firm resolve of 
the overwhelming majority of its members that the peace must 
be preserved, and that aggression shall be struck down wher- 
ever undertaken, or by whom . 


Neither at the time it resolved to intervene with force in 
Korea nor since, has the United Nations had sufficient armed 
strength at its disposal to ensure that the right shall prevail. 
Should ever another act of aggression occur, it is to be fer- 
vently hoped that it will be the forces of peace and order that 
are overwhelming. 

In connection with Korea, I should, perhaps explain that I 
have deliberately avoided reference to the current political 
tempest over General MacArthur. It would not be appropriate 
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for me as an official of the United Nations to discuss a matter 
of this kind, involving exclusively a question of American 
domestic policy. 

But as a loyal peace-loving American citizen, I do express the 
hope, which I am sure you all share, that in the violence of the 
partisan debate over this issue we do not permit ourselves for 
an instant to forget those brilliantly heroic American GI’s and 
the fighting men of fourteen other nations in Korea, who are 
making heart-breaking sacrifices for us, for you and me. These 
are the real heroes. They are entitled to expect that we back 
here will think enough of them to rise above all petty political 
partisanship and all emotion and back them up with our maxi- 
mum strength and unity. This is the very least we can do for 
them. 

Whatever the ultimate outcome of the military struggle in 
Korea in which the United Nations and Chinese and North 
Korean armies are locked, Korea provides the lesson which can 
save peace and freedom in the world if nations and peoples will 
but learn it quickly. To ensure a secure peace, the United 
Nations must have readily at its disposal, by virtue of firm 
commitments undertaken by its members or most of them, 
military strength of sufficent dimensions to make it certain 
that aggressive military force can be met with effective inter- 
national force, speedily and conclusively. 

If that kind of strength should be made available to the 
United Nations—and under action taken by the General As- 
sembly last fall it could be made available—in my view, that 
strength is not likely to be challenged in war and therefore 
need never be employed. 

But let it never be forgotten that sheer military strength 
will not be enough. The moral position of the United Nations 
must ever be strong and unassailable; it must stand stead- 
fastly, always, for the right, whatever the cost. The right may 
be protected by negotiation and conciliation but never by acts 
of expediency and appeasement. 

And now, with your indulgence, I should like to consider 
briefly the role and position of the United States and the 
American people in world affairs. It is peculiarly important 
that we do so, since, despite the new international age in which 
we live, some of our elder statesmen and political leaders are 
so overcome with nostalgia for the remote past as to counsel 
that our nation’s foreign policy of today should revert to its 
eighteenth century model. 

The international responsibilities borne by the U.S.A. are 
tremendous; they have no parallel in history in their scope or 
in their influence on the future pattern of life on this planet. 
We are today pursuing as a nation a new and still somewhat 
unaccustomed role of full-scale international participation. 
This marks an abrupt and radical departure from our tradi- 
tional foreign policy. We are the leader of democratic forces 
in the world; of those who believe in the concept of liberty, of 
the rights and dignity of the individual, and of the state as 
servant of its citizens rather a citizenry enslaved by the state. 
We also exert'a great moral relationship in our traditional 
stand for a peaceful international society based on principles 
of law, order, honesty and national integrity. 

We may well ask ourselves from time to time whether 
these vital international responsibilities are being adequately 
discharged. 

One hundred seventy-five years ago, we were a young peo- 
ple and nation, fired with revolutionary ardor. We had daring 
and courage then; indeed, to such an extent that in the eyes 
of most European nations, we were regarded as dangerous 
and revolutionary. For in those days Americans were defying 
the feudal traditions of a smug Europe, and crying aloud the 
then radical doctrine that all men are free and equal. We stood 
for change, even radical change in those early days. 


Precisely because we continued along this bold and progres- 
sive course, we became a great, dynamic nation and people— 
free, strong and ever moving forward toward a better life 
for the people, under a system of Government dedicated to 
their liberty and well-being. 

There are disturbing signs today, however, in both our inter- 
national and domestic affairs, that some amongst us would 
wish to stop the course of our traditional progress, and even 
to turn back the clock, as if to decry the very dynamic of the 
society, the true source of our greatness. This is at once 
cause for concern at home and for puzzlement in many places 
abroad. 

Freedom is the essence of the American way of life. Freedom 
in society necessarily implies independence of thought and the 
right to criticize the status quo by those who think it can and 
should be improved, and who seek to improve it within the 
democratic framework of the society. Unfortunately, there 
are those, and they do the nation no good, who attempt to take 
advantage of the deep public anxiety caused by the West-East 
conflict and the world-wide ideological struggle between de- 
mocracy and communism, to stifle progressive thought and 
honest criticism, to circumscribe our traditional freedom, and 
to restrict the enjoyment of our civil rights. We must be ever 
vigilant against internal as well as external threats to our 
traditional liberties. 


As a people, we are acutely aware of the dangerous tensions 
in the world today. We are attuned with great sensitivity to 
each international crisis. There is, perhaps, too much excite- 
ment and too little composure amongst us. There is, certainly, 
too much war talk for a people who wish peace ardently and 
whose traditions are essentially peaceful. 


Concerning the United Nations there is much cynicism and 
pessimism. The United Nations, in failing to afford us the 
sense of security for which we had hoped, is regarded as dis- 
appointing. Since the United Nations intervention in Korea 
last June, we have tended to appraise the United Nations on 
the shallow basis of the ups and downs of United Nations 
military fortunes in Korea. There have been escapist tendencies 
in the efforts to find pat and easy solutions. At various times 
within the past year it has been advocated that the United 
Nations be reorganized to exclude the Soviet Union and the 
Soviet bloc states; that the United States give up on the 
United Nations and the principle of collective security; that 
the United States withdraw behind its own defense line and 
stand upon its own defensive wall of planes and ships and 
guns. A neo-isolationism has appeared and the ‘fair weather 
internationalists” ran to cover at the first signs of adversity in 
Korea. There are some who will tolerate American participa- 
tion in international affairs only if this can be undertaken at 
little cost, little sacrifice and no risk. 


All such ideas grossly oversimplify the true facts of present- 
day international affairs. Concepts of this kind assume that 
there is a relatively easy and cheap road to security. They 
ignore the fact that security today is a universal problem and 
that security is a matter of friends as well as guns and planes 
and ships. They also ignore the obvious fact that in the ideo- 
logical struggle now underway, it is people who in the end 
will count more than armaments. People will rally around 
ideas congenial to them and will support friends, but they will 
hardly rally around guns alone. 


It is worthy to be recalled that Franklin Delano Roosevelt 
in his Fourth and last Inaugural Address on 20 January 1945, 
stated the cogent truth that 


“We have learned that we cannot live alone, at peace; 
that our well-being is dependent on the well-being of 
other nations far away. .. . We have learned the simple 
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truth, as Emerson said, that ‘the only way to have a 
friend is to be one.’ ” 


Let us not be deceived. The greatest oceans are not even 
good moats today. No nations can hope to find security in any 
sort of isolated national castle. Isolationism could not bring 
security to any people in the contemporary world; it could 
bring only a vast and ominous loneliness which would be the 
short prelude to certain disaster. Indeed, the form of isolation- 
ism which some now advocate, is, in fact, a somewhat crude 
design for an American imperialism: we will dominate to the 
limits of our decisive military force; all else we will abandon. 
We will have friends only on our terms—i.e. their willingness 
to act as sacrificial offerings to our defense needs. 

lf there is to be security for any peace and freedom-loving 
people today, it will come through collective effort and com- 
mon purpose. In other words, it must come through the United 
’ ations or not at all. If the United Nations is written off as 
a basis for hope, then there is left only resignation to the 
inevitability of war. 

We live in a world of many and complex issues, but let us 
never forget that the big issue is the peoples of the world— 
their progressive well-being, the realization of their aspiration, 
their attitudes and the way of life they may choose or have 
forced upon them. 

This will have great influence upon the future pattern of 
life in the world at large. 

The preponderance of the world’s population is found in 
Asia and Africa. These vast millions, on whom the eyes of an 
anxious world are now focused, are not, really, “backward,” 
or inferior or different; they have been and largely still are 
neglected, suppressed, long-suffering and miserable. 

But they have awakened or are rapidly awakening. Amongst 
them, in varying intensity, revolutions are in progress. They 
wish freedom, a better life, — education, housing, health pro- 
tection, security. This has little or nothing to do with com- 
munism or ideology. 

These revolutions cannot be stopped, nor can they be slowed 
down. The fateful questions are two: Will they be everywhere 
violent or can they be achieved without bloodshed as the 
United Nations strives for? And, secondly, will they lead into 
democratic or totalitarian channels? 

‘The western democratic and freedom-loving world can do 
much to determine the answers to these questions. But the 
sands are running fast. 

‘To do so, the west must quickly accommodate itself to a new 
orientation. Peace in the world must be paced by human prog- 
ress, by equality and dignity for all peoples. The west must 
learn how to aproach the Asiatic and African peoples under- 
standingly and how to win their trust and friendship. We in 
the west must realize that despite the undenied benefits which 
the west has brought to these formerly far-off lands, there is 
a long and unsavory history of western imperialism, suppres- 
sion, and exploitation to be overcome. It will not suffice to 
offer them only our sophisticated concepts of democracy. 

Our ideals and professions will have significance in this 
world-wide struggle only as they find concrete expression in 
policies and deeds. We must demonstrate our sincerity with 
regard to the principle of the equality of all peoples by accept- 
ing and treating all peoples as equals. We must prove our 
friendship by extending to them a friendly, not a paternalistic, 
hand. And in that hand must be many of the things they have 
so long lacked and now desperately seek, and with no strings 
attached—technical assistance of many kinds, friendly advice, 
goods, mechanical equipment, medical supplies, foodstuffs, and 
assurance that they can have freedom and be secure in it if 
they join with those who believe in peace and freedom. 


This will be costly, to be sure, but a tremendous programme 
could be supported for the cost of only a short period of war- 
fare in Korea. 


In conclusion, may I point out that democracy is at issue in 
the world today. 


As a way of life (and we believe and believe rightly, that it 
is the only way of life worthy of free men), democracy is 
being severely challenged. To meet that challenge we must 
give a convincing demonstration of democracy at work; we 
must show that democracy is something we live by as well as 
swear by. I fear that too often we tend to swear by it much 
more vigorously than we live by it. In these critical times, we 
cannot afford to play fast and loose with democracy, our most 
precious heritage. We cannot have two brands of democracy— 
a pure or first quality democracy for export, and an imperfect, 
factory-second quality for home consumption. 


We must /ive up to our professions. That means that we 
have very much to do at home in the way of purging our peo- 
ple and communities of undemocratic racial and religious 
bigotries. Racial prejudice, anti-Semitism, anti-Catholicism— 
these are all un-American attitudes and harmful to our na- 
tional unity. These are seriously divisive influences which sap 
our national strength at the very moment in our history when 
we most urgently need our maximum strength. 


The fundamental issue in the world today, as it has been 
for centuries, continues to be the fate of human freedom. It 
must become increasingly clear to all, if there are any who 
really ever doubted it, that peace in the world can be secure 
only where there is universal human freedom, when men as 
individuals are free to go and come; to speak, think, worship, 
assemble and associate freely; to earn their daily bread, and 
enough of it, by voluntary labour; to feel secure and without 
fear in their daily lives; when every man, whatever his race or 
color, or creed, whatever his culture or origin, can walk with 
full dignity and on a plane of equality with all other men. 
Certainly, for all peoples who have enjoyed freedom, peace 
and freedom are inseparable. Free peoples constitute the best, 
indeed, the only sound insurance against war. Free peoples 
will fight, if need be, to protect their freedom, but they do not, 
and they will not, in this enlightened age, initiate aggressive 
wars. 


The American people have built their great strength as a 
nation on the solid foundations of freedom, of individual lib- 
erty, and of the firm and unfaltering belief of a people widely 
diversified by race, culture, religion and national origin, in 
freedom as it finds expression in a democratic society. No 
foundation could be more secure or enduring. May we never 
waver in our devotion to this ideal. 


You may be assured that the United Nations is doing and 
will continue to do everything honorably possible to preserve 
both peace and freedom. Despite the prophets of doom—they 
are always with us—I think the United Nations can and will 
succeed. 


Finally, may I say only that to build firm foundations for 
future peace and freedom in the world it is imperative that the 
peoples of the world quickly realize that the United Nations 
is the people’s organization reflecting their urgent longing for 
peace, freedom, and security. Peace is everyone’s business to- 
day, and if we are to have it, everyone must work and sacrifice 
for it. The United Nations can succeed in its historic peace 
effort only if it has the faith, confidence and active support of 
the peace and freedom-loving peoples of the world. If it does 
not succeed, there will certainly be no peace in the world, and 
there may well be an end to freedom. So very much depends 
upon you. 
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Higher Education as a Public Trust 


RESPONSIBILITY FOR MORAL AS WELL AS MENTAL DEVELOPMENT 
By ORDWAY TEAD, Chairman, Board of Higher Education, New York City 
Delivered at the Inauguration of John R. Everett as President of Hollins College, Virginia, April 16,1951 


SCANT 2300 years ago a gentleman named Pericles 
in the. city of Athens is recorded as having said: 
Our citizens attend both to public and private 
duties, and do not allow absorption in their own various affairs 
to interfere with their knowledge of the city’s. We differ from 
other states in regarding the man who holds aloof from public 
life not as “‘quiet”’ but as useless.* 

I am not here to talk about holding aloof from public 
life or the dangers of being useless in the Periclean sense. 
The college graduate in politics has been the theme of much 
academic eloquence over the years, and I have no wish to 
add to it, one reason being that it seems to have been rela- 
tively so ineffectual. 

Yet I do believe that today’s private colleges are to some 
degree under attack, or at least are viewed by many as less 
socially productive than is desirable. And by socially pro- 
ductive, I take it the critics mean that there is not a sufh- 
ciently clear and powerful flow of moral energy and publicly 
beneficent activity accruing out of the conduct of our grad- 
uates, both men and women. 

I am not interested either to further such criticism or to 
offer defensive excuses. At this stage it is more fruitful to 
consider the whole question of function and of justification 
in a larger setting. Perhaps we ought to be posing some- 
what different questions to ourselves, so that we might come 
forward with answers which are qualitatively of a different 
essence from that of the more familiar approaches of the 
first half of this century. 

I would like, therefore, to address myself to three related 
questions. First, in what sense is all higher education today 
a public activity? Second, what altered assignment does such 
a public obligation imply? And third, is the higher educa- 
tion of women affected in any special ways by such a reorienta- 
tion of our purposes? 


I 


The history of universities and colleges in this country is 
in one sense a history of public ministry of a most impressive 
kind. From the beginning motives of public service, or 
service to one’s fellow man, have been religiously affirmed. 
But our earlier colleges, as training grounds for preachers, 
teachers, lawyers and doctors, proceeded in fact upon premises 
of a highly selective, aristocratic, noblesse oblige, classical out- 
look in education, in which the idea of a public trust was 
interpreted as the effort to supply an intellectual elite for the 
leadership of our democracy. 

That outlook has even today not wholly disappeared. But 
in this century, two different influences have been at work 
to supersede it. I refer to the increasing importance of 
business, and to the rise of the land-grant colleges and state 
universities. The opportunities, first, of a developing, large- 
scale economic system diverted the great majority of men 
graduates into business careers. To associate with the right 
people, to prepare for business success, to share a country 
club kind of experience in which, as Woodrow Wilson said 
when he was President of Princeton, the side shows were 


* Quoted in “The State of the College Union” by Porter Butts, The 
Journal of Higher Education, February, 1951, p. 84. 


more important than the main tent,—these motives all weak- 
ened the claims of the public nature of college effort. And 
the women’s colleges were in this period proving, in an almost 
identical educational pattern, that women’s minds were the 
equal of men’s in mastering a classical curriculum. 

It is true that the exemption of college property from 
taxation has continued to stand as the symbol of an assumed 
public responsibility. But the fact remains that for a fifty 
year period, especially in the private colleges, the sights were 
lowered ; town and gown were openly in conflict; and higher 
education was regarded by parents and students as promising 
assured advancement to what William James bluntly re- 
ferred to in the heyday of that florid era, as “the bitch god- 
dess, success.”” That this characterization is not unduly 
exaggerated we can see when, secondly, we observe the simul- 
taneous growth of land-grant colleges and state universities 
in which other purposes were afoot, and where, due to support 
from taxation, the institutions were justified as their curricula 
were more flexible and vocationally slanted, their student 
enrollments less selective, and their total atmosphere more 
frankly utilitarian. 

This pronounced shift of emphasis accompanied by a great 
increase in the size of public institutions as compared with 
the retarded growth of private colleges, has brought us to the 
present situation. Indeed, it is the situation delineated in a 
definitive way in the now famous Report of the President’s 
Commission on Higher Education made in 1947. For in that 
report the trend toward the new importance of the public 
university and the public, community (or junior) college 
was spelled out in unmistakable terms—indeed, to such an 
extent that many educators have believed that the private 
colleges were deliberately slighted, if not given a premature 
obituary. This was, I may say, a wholly mistaken view; but 
such an interpretation does call attention to the changed 
outlook as we realistically project next steps. 

The small, privately supported college is not, I am con- 
fident, by way of being liquidated in bankruptcy nor of 
having the word “finis” written to its history in any fore- 
seeable future. 

But it is appropriate in connection with this inaugural 
ceremony to center attention on at least one phase of its 
continuing function—namely a restoring to a place of primacy 
in our thinking, planning and operating of the truth that 
private colleges are to be justified only as they publicly ac- 
claim with some affirmative eagerness that they operate as a 
public trust. 

In general terms, this means that the private colleges have 
more assuredly and convincingly to satisfy the expectation 
that they measure up to the responsibility and obligation of 
fulfilling a public interest in their expressed aims, in their 
process of education, and in their product, which should 
be public spirited and socially responsive graduates. This 
does not, of course, mean that we are to become training 
schools for the public service, that courses in citizenship and 
civic duty have to be excessively stressed, that all graduates 
are to pledge themselves to perform specific community tasks 
of recognized public usefulness. All of these outcomes may 
hopefully to some extent be forthcoming. But it is a more 
profound approach and more fundamental reorientation, 
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which has to be clarified and to be implemented with con- 
scious intention and vigor. 

If the private college is in some deep sense a public insti- 
tution, its self-evaluation has to proceed in terms of produc- 
ing a maximum of persons with trained intellectual capacity 
and with emotional maturity, being directed into tasks and 
occupations of the widest diversity where it is clear in the 
strivings of every graduate that a community good is being 
advanced, and not some private or selfish good and gain. If 
the purity of the public life of a democracy requires, as it 
does, honesty, incorruptibility, accountability, initiative, af- 
firmative decisions for decency, integrity and adequacy of 
needed and well-run public services, then this imperative 
moral outcome becomes a mandate which the private college 
has to face. 


II 


What, then, are some of the implications in action of thus 
afirming in private colleges a public trust to be vigorously 
realized? I center attention on a selected few required con- 
ditions. (1) We need a redefining of controlling objectives. 
(2) We need a revitalizing of what is being studied and of 
the wavs of learning. And (3) we need a deliberate effort 
to animate students with high moral purpose, commitment, 
and devotion to the community viewed in both a local, global 
and cosmic frame. 


(1) First, on the score of college objectives, it might seem 
that there is nothing new to be added to voluminous recent 
discussions of the subject. But the private college can surely 
sharpen its view of a dedicated mission, can affirm distinctive 
albeit varied ends and means, can justify itself afresh in its 
experimental efforts to translate familiar purposes into more 
assuredly effective methods of delivering a desirable product, 
meaning by that graduates who are centered on that self- 
growth which finds expression through creative, communal 
loyalties and achievements. 

Let us remind ourselves, then, that basically our objective 
is to enrich personalities while at the same time helping to 
give shape to a society in which personal capacity and eager- 
ness to grow significantly become more possible and more 
likely. Our mandate is persons to be enlarged in mind and 
heart, and a society to be improved. Our purpose is in a 
balancing in dynamic unfolding between the poles of self and 
of society. It is in rendering more effective and more spirit- 
ually satisfying the living of meaningful lives in the matrix 
of a progressively more civilized and humane society. Thus 
it is that the task of higher education finds its justifiable 
public rationale. 

We face a complex, rapidly changing and expanding cul- 
ture to be understood in its sources, in its present expressions, 
and in its prospective trends and expectancies. We face also 
an evolving world society into which young people have to 
become enfranchised. We face a world science with its be- 
wildering profusion of novel material gadgets to which our 
lives have to be adjusted and be adjustable. We face a body 
of democratic principles, the very foundations of American 
life, which have to be grasped with discernment, with sym- 
pathy and with devoted insight directed toward the necessary 
applications in new institutional inventions. We face, even 
hevond all these, the need for some underlying personal ap- 
proach to life-—a philosophy and religion, 1f you will,— 
which is reverent and humble, capable of confronting death, 
travedy, guilt and sin with some redemptive and regenerative 
power, compounded also of what someone has called “radical 
amazement’ at the essential mystery as to the ultimate ques- 
tions which every thoughtful person perforce must find 





answers for if he is not to be overborne with anxiety, spiritual 
insecurity and moral anarchy. 

Such a combination of ways of looking at college objectives 
and seeking to give them viable effect is in very truth 
the way of responding to the contemporary call to a public 
trust. 

But all this is neither easy nor simple. It is unprece- 
dented in the demands it makes upon the capacities and skills 
of us all and especially of young people. It is inescapable in 
the imperativeness and urgency of its mandate. The college 
becomes in this view a unique instrument for transforming 
the individual boy or girl into a responsible, mature, com- 
mitted personality and citizen,—at once socially oriented, 
socially creative and productive each in his or her distinctive 
way. The college now becomes that institution, and the pri- 
vate college with peculiar urgency, where boys and girls be- 
come men and women for whom public affairs and interests 
are the extended expression of personal powers morally in- 
tegrated. 

If the college of tomorrow will strive to bring understand- 
ing of the tasks ahead, devotion of graduates to efforts of 
melioration, commitment to that self-cultivation which yields 
a maximum of individualized contribution—it will be a 
public college, however it is supported. And it will thus 
justify itself a hundred-fold. 


(2) But to achieve such meaningful results, the ways of 
study, the matters to be studied, the motives to be brought 
into play, the outcomes to be sought,—all of these will need 
fresh formulation. And without elaborating adequately upon 
these vital points, it can be said in general that a central 
need is for a body of faculty members who agree together 
about their own public commitments as scholars, as friendly 
adults and as citizens. 

If the motives for study are made appealing because ob- 
viously related to each student’s own life and growth, if the 
subjects to be studied throw some clear light upon living 
meaningfully and courageously in the contemporary world, 
if the student is helped beyond verbal interchanges to have 
experiences in various kinds of action which are expressions 
of relevant ideas which they have studed,—if these condi- 
tions are satisfied, genuine learning will go on. And it will 
proceed in an atmosphere of eagerness and zest because the 
self-propulsive motives of students will at long last have 
been tapped. Once each student realizes that he or she is 
not in a contest of wits with teachers who are authoritarian 
taskmasters, but that they have joined a privileged, coopera- 
tive venture for the clarification of his or her own role in 
the larger scheme of things, then self-generated desires will 
call forth not only increased powers of disciplined applica- 
tion, but satisfaction and real joy in the process. 


(3) The zest and joy of intellectual and emotional mastery 
under the inspiration of teachers devoted to a public good, will 
help to create a momentum and an outlook which will carry 
the student on into the work of the world in channels at 
once satisfying, productive, and socially useful and creative. 
This expectation has unequivocally to be realized in the fullest 
possible measure if the private college of the future is to 
hold its head high. 

It does need to be pointed out, however, that intellectual 
grasp is not inevitably tied to moral purpose. Higher educa- 
tion can become self-serving in limited, indeed in anti-social 
ways; for every student has the problem beyond knowledge of 
being good and doing the good. The recent past has wit- 
nessed a discouraging outcropping of moral infantilism, of 
acts against the public welfare, of blatant corruption blandly 
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admitted. I refuse to believe that all this proves that the 
forces of immorality and amorality are now in the ascendant. 
But I do affirm that higher education has to take some share 
of the blame for present shortcomings of moral obtuseness 
and shocking misconduct. The colleges, public and private, 
have been afraid of moral, ethical and religious questions and 
issues. There has been in their instruction too much false 
“objectivity,” callow moral relativism, and “neutrality” on 
fundamental matters of a philosophic and religious import. 
The situation is not simple, and it is in part the reflection 
of a secular age in the world at large. Also, individual college 
teachers, let us admit, are themselves affected by devastating 
and paralyzing doubts, by timidity, by inability to find some 
new faith to replace a childhood religion no longer acceptable 
to them. And far too many of them have a mistaken view 
that they should teach only a subject and leave matters of 
value and of student character-building to someone else. 


This condition of moral confusion bears upon all phases 
of our current life—political and economic no less than 
religious in the more limited sense of that word. Barbara 
Ward, a penetrating British economist, said recently ‘“cru- 
sading ideas cannot be countered without an effort equal to 
their own.” Her allusion was in respect to American rela- 
tions to Russia. St. Exupery in his poetic way says in his 
posthumous book, “The Wisdom of the Sands,” ‘““When your 
gods die, you die.” 

In a different kind of language, but addressing himself to 
the same central difficulty, Alfred North Whitehead has said, 
“The modern world has lost God and is seeking Him.”* 


Upon his return from a recent study of Christian colleges 
in China, Dr. John C. Bennett of Union Theological Seminary 
has commented that Christianity in its Western manifesta- 
tions will hold little appeal for the new generation in China 
unless it has something concrete to offer against the evils of 
“poverty, landlordism and corruption.” He might, indeed, 
have extended his comment to have it become an apt charac- 
terization of the whole international challenge to the Western 
democracies presented by the overpopulated areas of Asia 
and certain other areas of the globe. For clearly some affirma- 
tion from our side is required in terms that are not merely 
“against communism” but are crusading ideas and convictions 
possessed of universal appeal if sincerely and wisely interpreted 
in terms of possible programs of responsible ethical action. 


In short, whether it be in our personal lives, in respect to 
our national “rendezvous with destiny,” in declaring a per- 
suasive Western democratic idealism to which other nations 
might eagerly rally, the way ahead calls loudly for a mes- 
sage of hope and positive conviction, and for our loyalty to 
a commanding cause to be served. However, that this cen- 
trally challenging cause can be stated with sufficient power 
and appeal through loyalty to our traditional bodies of faith 
and doctrine, has become for many a matter of grave doubt. 
We may not as yet have the new bottles into which to put 
the wine of today’s deepest faith and growing religious sen- 
sibility; but on the other hand, it does not seem possible for 
many thoughtful persons any longer to put it into the old 
bottles. 

In this predicament, has the college nothing to offer to a 
new generation ? Does its message stop with knowledge? Does 
it proffer no rewarding and redeeming wisdom? Surely its 
burden of public duty requires that it go beyond book learn- 
ing and focus on men and not alone on the mind of man. 


* “Religion in the Modern World,” Macmillan Company, New York, 
1926, p. 74. 


What I am trying to say is that the hour is at hand in 
today’s private college to pronounce a clarion summons to 
a triumphant dedication of all those alert college students 
who yearn for the healing word of meaning and significance 
for living today and tomorrow. 


A new rallying cry seems just on the verge of being 
uttered. That the college should have a major share ir 
bringing that utterance to pass may be too much to hope— 
but it is not too much to wish. For “where there is no 
vision, the people perish.”” And if our young men and women 
do not dream dreams that have a compelling truth for 
them, their education can become a liability, whereas it should 
be as a trumpet sounding the call to a mental and moral 
mobilization toward the highest loyalties. 


Let a recent author voice something of what I have in 
mind as he puts it into the mouth of one of the characters 
of “The Explorations of George Burton”: 


“T believe that we will again have a civilization in 
which money, power, and prestige cease to be so over- 
whelmingly important. What will be important will be 
the faith and belief that all minkind is one; that everyone 
has a creative power flowing from the love-and-creation 
current within him; that a good life, happiness, satisfac- 
tion, come from exercising that creative power and giving 
one’s fellow man the opportunity to exercise it—however 
small or great you may think it in comparison with yours. 
With that faith we shall find the ways to bring each 
individual the necessary harmony of mind and body. With 
that faith, your son and daughter—certainly their children 
—will be able to love their neighbor and their God.’’* 


I realize that I am not here to deliver a sermon on the 
text, “where your treasure is, there will your heart be also.”’ 
But in relation to the imperatives upon education as publicly 
obligated, two points are in dire need of fuller recognition. 
One is that the moral ends of collegiate instruction have to 
be restored to a place of central concern. We have to rede- 
fine for today’s applications the famous injunction of the 
great educator, Johann Friederick Herbart, that “the whole 
work of education and its only work may be framed up in 
the concept—morality.”** The profound meaning which he 
attached to the word, morality, is in need of fresh appreciation 
and reinterpretation. 


And, second, the dedication in the minds and hearts of 
students to be sought in large part through education has 
to have as one of its constituent elements a faith in the creative 
order and ordering of the world—an ordering, as Whitehead 
phrases it, “which shall be coherent both in respect to the 
elucidation of thought, and in respect to the direction of 
conduct toward a unified purpose commanding ethical ap- 
proval.”*** This means a loyalty to the spiritual roots of 
life—a loyalty infused with a faith that somehow the mean- 
ing of things has an optimistic bias. Modern man thus 
becomes enabled again to say in his own terms what Job 
said after pondering the ineffable human mysteries, ‘““Though 
He slay me, yet will I trust in Him.” Surely moral effort 
for public ends is greatly reenforced when we have faith 
that we are co-workers in creative potentialities and outcomes. 


* By John F. Wharton, Simon and Schuster, New York, 1951, p. 257. 


** Quoted in “Education for Peace” by Herbert Read. Charles 


Scribner’s Sons, New York, 1949, p. 89. 


*** “Religion in the Making,” p. 31. 
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My third major comment relates to the special concerns of 
colleges for women students in particular. We are now past 
the point where college education for women is on the de- 
fensive. But the problem does not end there. The further 
question will not be silenced: are women on the whole as 
assured, confident and purposeful in their attack on life as 
would be desirable? And consequently is education playing 
its most effective part in strengthening their rightful self- 
assurance, their purposefulness and their pride in being 
women? 


The best possible learnings, we have been saying, have 
to do equally with the development of personality in its own 
growth potentials and with the ways to improve the social 
structure and culture which are always the conditioning 
milieu of every individual. This is true alike for men and 
women; the basic aims of education are consequently iden- 
tical. But women’s lives, as President Lynn White of Mills 
College has recently been stressing,* are typically divided into 
three periods of quite different characteristics. There is the 
period until marriage for over 85% of women; there are for 
these the twenty or so years of child-rearing; and there are 
the years after forty-five when other interests should properly 
enter. It would seem sensible that women’s college years 
should in some way take account of this triple-phase reality. 
[ repeat that up to a point the inteilectual and emotional 
content of college experience remains the same for both sexes. 
But there remains, in all realism, certain important differences 
to be coped with. They are differences of activities to be 
undertaken, of biological functions to be served, of personal 
tastes and interests to be expressed, of domestic and local com- 
munity corcerns to be cared for, of unique creative drives to 
be released, of a capacity to cherish to be lavished upon loved 
ones. 

If scholarship as given effect by college faculties has noth- 
ng to say about such differentia, so much the worse for 
scholarship. For, truly conceived, the curriculum is not a 
neutral and an emasculated body of knowledge to be imper- 
sonally transmitted. Scholarship in its publicly oriented role 
is the search through understanding for the secrets of men’s 
and women’s productive and effective contributions through 
their own enriched living. 

Do not me. I am not arguing against 
liberal arts studies for women—if they are interpreted in 
relevant ways. I am not urging a drastic shift to vocational 
special ties too early undertaken. I am not going all out for 
courses in child rearing or interior decoration. 


misunderstand 


But | am calling for a forthright examination by all 
teachers of the variegated roles that women play in our so- 
ciety, of the difficulties they peculiarly face, of their lack of 
selt-assurance about the dignity of being a woman. And I 
am asking—are colleges helping to meet the known condi- 
tions in the best possible way ? 


My own answer is in the negative. And the necessary 
changes are in large part those of emphasis within bodies of 
accepted subject-matter, those of an orienting of studies to 
women's values, capacities and interests as they do and will 
in tact experience them. 

And I must add in this connection that as this assignment 
is thoughtfully undertaken, it will bring to light serious blind 


* See EDUCATING OUR DAUGHTERS, Harper & Brothers, New 
York, 1950. 





spots in men’s higher education, and this will have further 
corrective influences of great value. For today we tend to 
educate men in almost complete oblivion of the fact that 
they will some day be fathers, and that civic influences in 
the fields of education, health, housing, recreation, etc., can 
help to build or destroy the families and homes men are 
struggling to support. 

And now, friends of Hollins, I have talked of what it will 
mean for private colleges to be run as a public trust; of some 
of the ways of translating that meaning into operating terms 
on our campuses; and finally on some special features of this 
problem as affecting higher education for women. 


My friend, John Everett, does not need, and is probably 
not yearning for, such comments upon college operation as I 
have tried to present. But it is a time honored custom that 
the inauguration guest as guide, counselor and friend, un- 
burden himself of some observations believed by him at least 
to have helpful relation to the new incumbent’s opportunities. 
And this, I have tried to do. 


Mr. President, may I recapitulate as follows: 


There is no higher education worthy of its salt which is not 
carried on boldly and completely under the aegis—pro bono 
publico. We in the colleges are for community upbuilding 
through developing intelligent, strong and moralized person- 
alities—or we have no significant reason for survival. 

Also, the ways and means of inspiring young people with a 
passion for a public good are not unknown. But these ways 
require, as a price, that every personal influence on the campus 
shall, so to say, bow before the altar of a God that sees the 
loving of our neighbors as a global no less than a domestic 
duty and privilege. Every campus influence should help also 
to make clear that this task of neighborliness will not be 
attractive enough to young people if it is only an interesting 
or diverting activity. This task has to be embraced as an 
unqualified imperative intrinsic to the living of a meaningful 
life. —The human situation dictates this as an absolute. 


Finally, Sir, you are surrounded by so great a cloud of 
witnesses who are of the other sex. In their inevitable, and 
desirable, skill in those affairs related to the heart, out of 
which are the issues of life, I adjure you to hold their minds 
also to that triumphant dedication they must share with their 
men, albeit in their own terms. For we summon them to a 
commitment and a dedication which will enable them as 
workers, as wives, as mothers, as citizens, to lay hold through 
their warm, personal relations upon those concerns which will 
restore to their living its central unity. It is only thus that 
the educated woman will share creatively in bringing to flower 
beyond present stereotypes, the real richness of life for self, 
for husband, for children, for community. 


Let the slogan of your college be: through wise and loving 
relations with persons, to learn the ways of wise social rela- 
tions to be expressed through our institutional life. 


There is no salvation for women apart from their men. 
And there is, equally, no saving grace for men unless their 
helpmeets of mature spiritual stature are at their side. And, 
finally, there is no salvation in a community of irresponsible 
citizens, for they are morally “useless.”’ 


This college, under your leadership, will build, in strength, 
in glory, in personal and public wisdom, as the urgent nature 
of its public assignment is comprehended and is accepted by 
all as the basis for action. Thus it will come about that there 
will be created here a band of devoted young women who are 
finding a consecrated vocation in their life of work, of family 
and of the great community. 
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Can We Stabilize Today’s Economy? 


WEAPONS IN THE ARSENAL OF FISCAL POLICY 


By FRANCIS P. WHITEHAIR, General Counsel, Economic Stabilization Agency 
Delivered before the Commonwealth Club of California, San Francisco, California, April 20, 1951 


HOSE of us who live East of the Mississippi are fully 

aware of the signal honor which flows from an invita- 

tion to address the Commonwealth Club of California. 
And, some of us realize the heavy responsibility of measuring 
up to your expectations. But, now and then, I hope you go 
in for a bit of diversification in talent and quality. However, 
if you do not, you have done so today, for you are looking at a 
person who possesses little or no background in education or 
achievements. In fact, your speaker can boast of nothing really 
great, unless you would agree that being a country lawyer 
and farmer for thirty years, the father of three fine children, 
married to one and only one red-headed woman for 27 years, 
serving in two world wars, and managing to accumulate 
enough of the worldly goods, as a citizen of Florida, to pay- 
as-you-go — is greatness. 

My tour of duty in government, aside from that of a soldier 
and bluejacket, consists of nearly five of the longest months 
of my life. Thus far I do not have ulcers — that takes, so 
they say, 6 months; but I confess I am one of the many victims 
of Washingtonitis which I understand is an abnormal accumu- 
lation of hot air crying out in the language of Patrick Henry 
“Give me liberty or give me death.” 

So please, I beg of you, be patient as I proceed in the role 
of General Counsel of the Economic Stabilization Agency 
to discuss those popular subjects: higher taxes, more restricted 
credit, a tighter lid on industrial, commercial and agricultural 
prices, a severe ban on wage increases, and, in short, a series 
of sacrifices by every member of the American community. 

In the distant land called Florida, I have lived not only in 
the sunshine of that glorious state, but in a climate of in- 
dividual freedom and resistance to the centralization of power. 
I have heard it said that we Floridians are not more than a 
century behind you in most things, except popularity contests. 
However, I wonder what kind of a popularity contest I could 
win on the job at hand. | pray for courage, for I do not con- 
ceive it to be one of our functions to seek popularity. Many 
times I have heard the Administrator, Mr. Eric Johnston, 
say to his staff “Our job is to stabilize the American economy 
— and NOW — so that our nation will be prepared to with- 
stand any and all external attacks on the democratic way of 
life — come what may.” 

Your question: “Can we stabilize Today’s Economy ?”’ is 
answerable by two short, but very important words: the first 
is “yes;” the second is “‘if.”” Yes, we can succeed, if we are 
able to overcome unprecedented obstacles occasioned by a 
period unparalleled in the history of America. I know we can 
do so; I firmly believe that we will do so. 

Although I have been warned not to go far afield of the 
subject assigned, it is essential to state some of the problems 
which confront us as we proceed with the task of stabilizing 
today’s economy. First and foremost, everything must give 
way to the defense production effort. And, we are told that 
defense production and defense demand will be on the incline 
for at least two years. The full extent of the defense demand 
is not publicly known; but, we do know that by the end of 
the present calendar year about one-third of many of America’s 
basic materials will be channeled to the expanding defense 
program. 


Despite the personal feelings which you and others may 
entertain on the question of present necessity for stabilization, 
almost all will agree that the problems are more difficult now 
than in 1940, because, then, there were idle plants, idle man- 
power and materials which were readily available to the de- 
fense effort. However, since our present economy has been 
running full blast, the defense program must draw men and 
materials, as well as plants, away from existing peacetime uses 
and normal peacetime production. 

As a consequence, inflationary pressure will mount with in- 
describable intensity. And, unless such pressures are met head 
on, production will be stifled — public confidence, the value 
of the dollar, the value of savings will all be impaired, and 
an intolerable burden imposed upon fixed income groups. 

By the enactment of the Defense Production Act of 1950, 
which became a law of the land on September 8 of that year, 
and by the issuance of Executive Order 10161 on the follow- 
ing day, the Congress and the President declared war on in- 
flation. To successfully carry on the campaign, we have al- 
ready discovered many internal enemies. Perhaps the most 
serious one now confronting us is a psychological barrier to 
the stabilization program. In effect, | mean that the Amer- 
ican people are not ready to freely accept controls, and, we 
cannot succeed unless we have the support of the American 
people — not merely passive acquiescence but active coopera- 
tion. To obtain the necessary active support, under a half- 
war, half-peace environment is new to Americans and thus 
made very difficult. 


It is my firm belief that today’s inflation is primarily the 
result of a scarce philosophy that overcame the American 
public at and after the outbreak of the Korean war, and cer- 
tainly after the Red-Chinese crossed the Yalu river, in force, 
on November 27. Since June, 1950, the cost of living index 
has risen some 8 percent; the cost of war materials has in- 
creased at an even greater rate. These increases can be at- 
tributed in large part to the fact that following June 25 of 
last year, there were heavy consumer purchases for fear of 
future shortages, there was destruction of savings by both 
business and the consumer in order to purchase goods in antici- 
pation of price rises, there was hoarding, speculation, price 
boosts in anticipation of price ceilings, and just plain profiteer- 
ing. The cost to the American people has been staggering. And 
yet all this psychological pressure was exerted before any genu- 
ine economic pressures set in. The Director of Defense Mobil- 
ization, Mr. Wilson, in his report of April 2, 1951, states: 
“Production of most consumer items during the first quarter 
of 1951 actually exceeded production during the same period 
of 1950.” Now, mind you, as of this time, only seven percent 
of our national production was devoted to defense materials. 
By the middle of 1952 almost three times this percentage will 
be so used. A conservative estimate by the Joint Economic 
Committee of Congress indicates that as of the middle of 1952, 
there will have built up an excess of consumer purchasing 
power over available consumer goods of some 16.3 billions of 
dollars. Just picture the problem if the economic pressures 
make themselves fully felt before the psychological pressures 
are removed. 
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The converse of the scare buying is the pollyanna-ish re- 
sponse of the public to small bits of good news. If controls 
are to be effective this attitude is as much a threat as the one 
already described. An example is at hand. On April 1, 1951, 
one section of an eastern newspaper revealed that prices re- 
ceived by farmers had risen 26 percent since June 1950, while 
farm costs had increased by less than 10 percent during the 
same period. On that same day, another section of the same 
newspaper contained the following headline: “FARM PRICE 
DIPOF NEARLY 1% AS COSTS RISE SEEN EASING 
THE DEMANDS FOR SHARP CURBS.” The reaction 
of the financial and commodity markets to the news from 
Korea affords. another example. 

So long as the American public thus views the stabilization 
program as a day-to-day, week-to-week, month-to-month job, 
and does not recognize that it is a long-term undertaking which 
will exist so long as civilian goods production is not sufficient 
for civilian goods demand, the program is in jeopardy. We 
have recently observed and I predict that we will see, in the 
very near future, a decline in most retail prices. If 1 am cor- 
rect, the decline will be due in part to the pressures exerted by 
tivhtening credit on the holders of inventory thus forcing goods 
onto the market, in part to temporary cutbacks on military 
orders, and in part to the fact that the fear psychology is 
wearing off to a degree and consumers — individual and com- 
mercial — may start living on their accumulated supply rather 
than buying more. 

lf the public assumes this price decline as a demonstration 
that controls are no longer needed — that inflation is licked, 
it will be deluding itself at a fabulously high cost. Because, 
the ratio of consumer goods to demand is bound to grow 
smaller and smaller and, the inventory liquidation will be a 
very short term break in the inflationary pressures, 

Still another psychological barrier is the “Let George do 
it’ attitude that has been adopted by vital segments of our 
economy. To illustrate: Labor says it will accept limitations 
on wages, but not until prices have been effectively brought 
under control. Business and management will accept price 
controls, but not until it is first assured that wage increases 
have been eliminated. The farmer indicates that he will accept 
price limitations on his products, but not until the other seg- 
ments of our economy have been stabilized. 

| can understand this attitude, because each factor in our 
economy must receive equal treatment, but, the circle and the 
upsurging spiral must be broken. ‘To achieve this end, many 
will be hurt perhaps, but only temporarily, and the alterna- 
tives would be disastrous to those who protest. 

Undoubtedly, our greatest difficulty at present is the failure 
of many people to comprehend or accept the fact that we are 
truly at war. 

Were we in a widespread “shooting war” as in 1942, con- 
trols would be accepted and sacrifices made. I am sure of that. 
The problem today is that the American people are not suff- 
ciently aware of the threat to American democracy from the 
“small shooting war” in Korea and an even more serious 
“cold war” all over the world. 

‘The repercussions of these psychological problems are two- 
fold. First, we all know that we cannot successfully impose 
controls on a people who'do not understand the necessity for 
them. The so-called “noble experiment” of the Eighteenth 
Amendment provides a painful example of such a fatal error. 
Second, the existence of a stabilization program depends on the 
support of Congress and that support may not be forthcom- 
ing if the people indicate to the Congress their unwillingness 
to cooperate with the most necessary limitations on their right 
to increased prices, profits and wages and unlimited discretion 
and freedom in spending their income. 





It is the duty of all of us personally to undertake our share 
of the burden of this problem. As Mr. George A. Sloan said 
in a recent speech: 

“If you want any substantiation of this, study the infla- 
tion experiences in Germany, in China, in France, in Italy. 
The after-effects of inflation in Germany helped in produc- 
ing Hitler; it gave China Mao Tse-tung; to Italy Musso- 
lini and to France an unhappy parade of cabinets that re- 
quire a score card to keep track of. But more than this, 
inflation destroyed confidence everywhere in these countries. 
And even here in America, it has and is steadily undermin- 
ing the confidence of our people. 

“Inflation is Stalin’s best ally. Next to Soviet imperialism 
this is the most difficult problem facing America and our 
friends abroad.” 


Insofar as hoarding, speculation and profiteering continue 
to enervate the stabilization program, the answer may have 
to come through inventory controls, increased margin require- 
ments, and consumer rationing and the like. None of these is 
pleasant to contemplate; they will not be necessary unless 
the people of this country place their own comforts above the 
safety of the nation and refuse to accept responsibility for 
membership in the American community. 

Assuming that the people are ready and willing to enlist 
in the campaign against inflation, what are the measures neces- 
sary, first, to remove the pressures of excess purchasing power, 
and, second, at the same time to assure that each segment of 
the public shares equitably in the consumer goods which are 
available. 

As Mr. Wilson stated in his first quarterly report, there are 
two methods for combating inflation: 

“1. To get demand and supply in better balance. 

“2. To prevent the normal effects of an unbalanced demand 
and supply situation by regulating prices and wages.” 

Of course, the most desirable way to bring civilian demand 
and supply into better balance would be to increase production 
of civilian goods. And every effort is being made and will con- 
tinue to be made toward that end. But, if a substantial in- 
crease in civilian production is not adequate at all times the 
blame must be placed where it belongs, on Mr. Stalin and the 
Politburo. 

Even though we will greatly increase our civilian production 
during the next two years, the problem of inflation will remain 
with us. So long as twenty percent of our goods and services 
are to be devoted to defense — as called for by current plans 
— we will be placing into the economy twenty percent of the 
buying power which cannot be used for civilian goods. That 
additional income over and above civilian production will 
always remain an inflationary threat, which must be met by 
one or more of the authorized means of control. 

Since increased production alone will not lick inflation at 
this time, the answer must lie in a means of cutting down 
demand. The principal methods are taxation, credit curbs, and 
increased savings. These must be used immediately to drain 
off over sixteen billion dollars worth of purchasing power from 
the American community. 


TAXATION 

Let's look first at taxation. 

Every March 15th takes two years off my life, and it is 
only the most painful and inescapable logic that has made 
me an advocate of higher taxes. But I am fully convinced 
that the economic health of the Nation necessitates tax in- 
creases. Increased taxes present this apparent dilemma: Taxes 
must be high enough to permit the Government to pay for 
the defense program as we go along; they must also dry up 
a substantial part of the excess purchasing power. But they 
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must not be so high as to destroy the initiative for increased 
production. 

The Treasury has proposed a plan to raise taxes by some 
ten billion dollars. In essence the Treasury proposal will mean 
an 8 percent rise in corporation income taxes, a 4+ percent 
increase in individual income taxes and an additional $3 bil- 
lion in excise taxes secured primarily by increased rates. 

Increased corporate taxes are necessary both for revenue and 
as a matter of equity. Heavy purchases by corporations are 
as inflationary as purchases by individuals, and large dividends 
are thrown into the civilian market by their recipients. They 
also cause inflated security values. Further, the public will 
not accept higher individual taxes, nor wage earners ceilings 
on their earnings, while corporate profits remain at unprece- 
dented levels. 

The shouts of pain from corporate officials about such tax 
increases will have to be taken with a grain of salt. In spite 
of the high taxes of 1950, corporate net profits fared very 
well. To illustrate: It was announced on April 3, 1951 that, 
A Manufacturing Co. Sees 1951 Net at New High — B Steel 
Reports for 1950 Record Net of $10.53 a Share —C Food 
Company 1950 Net Sets New High at $9.07 a Share — D Oil 
1950 Net Rose to $2.97 a Share from $1.77 in 1949—E 
Airlines’ Net in 1950 Equaled $2.19 a Share for New High 
— X Railroad 1950 Net Rose to $4.49 a Share from $2.42 
in 1949. I think no comment is necessary on these figures — 
for all of you see them almost every day. 

Individual income taxes are to be increased uniformly by 
4+ percent. The C.1.O. complains that this is contrary to our 
tax philosophy of paying taxes according to ability to pay. 
Admittedly, the impact will be most heavily felt by the lower 
and middle income tax paying groups. This is necessary for 
two reasons: First, because there is not much room left for 
increases at the upper levels and any additional tax returns 
would be very small. Second, and more important, the in- 
flationary pressures come from the lower and middle income 
tax paying groups and the tax must meet inflation at this level. 

Another suggested excise tax is a 1% tax on loans to be 
paid by the borrower. The merit of such a tax lies in dis- 
couraging the expansion of credit in our economy as well as 
for the large financial return to the Government, draining off 
purchasing power at the very place where it is being used. 

Another tax suggestion finds sponsorship from both business 
and labor — that the Federal tax exemption now granted on 
interest payments by state and municipalities on bonds be 
eliminated. The existing tax exemption enables state and local 
governments to borrow and spend money today for purposes 
and activities which are questionable — as necessities. Money 
spent by government — whether federal, state or local — ex- 
erts just as much inflationary pressure as that spent by business 
or the consumer. 

Finally, I subscribe to the proposals of the Committee for 
Economic Development that “all possibilities of reducing tax 
avoidance and tightening up tax enforcement should be thor- 
oughly explored. One step in this direction would be a re- 
quirement for withholding part of the individual income tax 
on dividends at the source.” 


CrepbiT RESTRICTIONS 


Let me say just a word about the second weapon in the 
arsenal of fiscal policy — the use of credit restrictions. Prob- 
ably the most effective steps yet taken to curb inflation have 
been by this means. 

In September of 1950, the Federal Reserve Board issued 
Regulation “W” which increased the down payment required 
for purchases of durable consumer goods and cut down the 
period of time for payment. As a result, consumer credit was 


decreased by $287 million in January and an additional $392 
million in February. 

The Federal Reserve Board adopted a similar policy on 
the purchase of homes by increasing down payments and re- 
quiring tighter mortgage terms. Credit terms on commercial 
construction were also stiffened. 

Probably of wider effect in cutting down credit was the 
raising of the rediscount rate from 144% to 134% and rais- 
ing the reserve requirements of the member banks. The in- 
creased margin requirement of 75% instead of 50% was prin- 
cipally a preventive measure. And finally, in March, after 
vigorous efforts, the FRB succeeded in withdrawing support 
from the Government bond market, thus decreasing the avail- 
able bank credit throughout the country. 

In addition, the Federal Reserve Board and private finan- 
cial institutions have set up tougher standards for borrowers. 
The cooperation of private lending institutions has been most 
successful, and is an example of what can be accomplished 
by voluntary action in the anti-inflation campaign. 

The Federal Reserve Board has the necessary power to 
cut back much of the available credit. Thus far it has spon- 
sored a policy of realistically fighting inflationary trends and 
it is to be anticipated that it will continue this program. As- 
suming that the same approach will be taken by Government 
lending institutions — though such a policy has not yet been 
manifested — we will win the battle on this front. 


SAVINGS 

Savings is the third element of fiscal control necessary to 
win the battle against inflation. The importance of savings 
cannot be overestimated, both to decrease inflationary pres- 
sures now and to provide a cushion against deflation should 
that time ever come. Unfortunately, we are not saving out of 
current income, and, in fact, are rapidly consuming past sav- 
ings and throwing additional dollars into the consumer 
market. As a single example, the excess of redemption of 
savings bonds is running at the rate of $1 billion per year — 
a billion dollars that will either have to be removed by taxes 
and credit controls or result in increased prices. And there are 
now outstanding some $50 billion, par value of series E, F, 
and G bonds which are payable on demand. This explosive ele- 
ment alone could blast our economy to Kingdom come. 

If the Government is to get cooperation by the public in 
a savings program, the Government must set an example. 
Every effort must be made by defense agencies as well as 
non-defense agencies to cut down. Several plans have been 
suggested. For example, the Committee on Federal Tax Policy 
and the Committee for Economic Development have each sug- 
gested ways of economizing under the federal budget. The 
former states that $8" billion might be saved ; the latter more 
realistically suggests a savings of from $3 billion to $6 billion. 
Here again, however, the same people who shout for economy 
in government shout even louder when that economy cuts 
down on government benefits of their own. Did you ever hear 
of a Government official favoring economy which would cut 
his budget? Yet anyone who has ever served in the Govern- 
ment, whether in civilian or military capacity, knows that 
there is waste and unnecessary spending which should be 
eliminated. 

Another step is to stimulate greatly increased purchases of 
government savings bonds. I am one who believes, however, 
that there must be more incentive than Government urging 
to encourage people to invest in savings bonds. Such a program 
must demonstrate that savings through the acquisition of gov- 
ernment bonds is a good solid investment which will not dis- 
appear in the future. 
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Can taxation, credit controls and savings stop inflation 
without price and wage controls? My economist friends tell 
me that the answer to that question depends upon whether 
you belong to the “equilibrium” or “disequilibrium” school of 
thought. — My short period with the Government has taught 
me that economists use just as much gobbledygook as lawyers. 
In any event, there is no need to answer that question now, 
for full fiscal controls have not yet been put into effect and, 
when such a day arrives, it will be time enough to determine 
whether it will be necessary to continue anything but very 
selective wage and price controls. 

At this moment, however, price and wage controls are a 
very necessary element in the campaign against inflation. As 
Eric Johnston recently stated, we have not met with the best 
of success in this field so far, due in part to problems of or- 
vanization, and in part to experimenting with the new prob- 
lem of peacetime controls. But the time has come to correct 
past errors and issue really effective price-wage controls. 

At the very heart of any price-wage policy must be a basis 
for fixing and holding a line of prices. For if prices ooze out 
from under controls, it will be impossible in a non-war econ- 
omy to keep a lid on wages and the destructive spiral will 
be on its way upward once more. Following the general price 
freeze of January 26 last, there have been issued a series of 
price regulations which, for the most part, were necessary to 
adjust the inequities resulting from arbitrarily fixing business 
relationships during the base period. As a result, prices in 
veneral have been moving slightly upward. 

Of necessity, the date of the general freeze was arbitrarily 
chosen. But since controls were put into effect at that time, 
it has become a base date for future action. The first of the 
principles of a price policy is that there shall not be, except in 
extraordinary cases, any price increases over the general freeze 
date price. Should the seller be faced with increased costs, 
he will be required to absorb the increased costs at least to the 
extent that he can fairly be called on to do so. 


This policy alone is not sufficient, however, for in the period 
between June 1950 and January 25, 1951, many sellers had 
taken advantage of the war hysteria, the buying panic and 
the opportunity to profiteer. Such increases in prices over the 
level for the month preceding Korea which are extraordinary 
and unwarranted must and shall be rolled back. Otherwise, 
the profiteer would benefit from his actions at the expense of 
businessmen who followed decent standards. Of course, in 
cases of hardships or inequities, or where there are other com- 
pelling reasons of public policy, relief will be readily granted. 

As soon as ceilings have been established under these prin- 
ciples, they must be made effective by a compliance program 
which has two goals: one shall be the education of both the 
seller and buyer as to the ceilings established ; the second shall 
be punishment for those who willfully violate the price ceil- 
ings. There are sufficient civil and criminal sanctions provided 
in the Defense Production Act to make violations not only 
unpopular but unprofitable. 

Basic to a wage policy, as it is to a price policy, shall be an 
attempt to maintain wages, salaries and other forms of com- 
pensation at the level reached January 25 — the freeze date. 

Insofar as prices have continued upward and are allowed 
to remain above the prices of January 25, it will be necessary 
to permit wages to exceed the January ceilings. And insofar 
as it can be demonstrated that the so-called fringe benefits 
sought by labor do not add to the inflationary pressures, such 
benefits may be sought. Health, welfare and pension plans may 
very well assist in the savings program, rather than add to 
the money in competition for consumer goods. 

With the lid on inflation through price and wage controls, 


and the pressure being reduced by fiscal controls, the inflation- 
ary evil can successfully be controlled. 

The Congress is about to consider whether the Defense 
Production Act needs to be amended in order to give to the 
defense agencies sufficient tools to do the job. It would be pre- 
sumptuous to suggest what Congress should do. But I will 
point out just a few of the big questions that will come before 
them. 

First is the question of rent control over both housing and 
commercial properties. Rent represents one of the biggest 
items in the household budget as well as in the businessman’s 
budget. If the family income is limited by wage ceilings and a 
limit placed over prices to be charged by businessmen, should 
the rent item be permitted to eat into family or commercial 
income? If there were no shortages of housing — especially 
in highly industrialized areas — and if there were no short- 
ages of commercial space, no rent control would be necessary. 
But these shortages still exist. And the shortages are likely to 
increase rather than decrease as a result of shortages of critical 
materials. 

Secondly, there is the difficult problem of the parity floor 
under prices for agricultural products. In the law as it now 
stands, ceiling prices cannot be lower than parity, and parity 
still permits many price increases leading to a rising cost of 
living, which in turn might justify wage increases. As a farmer 
myself —1 raise the best citrus fruit in the world in my 
Florida groves — I have a selfish interest in keeping the pres- 
ent parity limitation. But there might be some difficulty in 
maintaining effective price control with a floating parity lim- 
iting the prices that can be set on important cost-of-living 
items. 

A related question is whether subsidies should be permitted 
to relieve extraordinary stresses and strains in the supply of 
agricultural commodities. No one likes to advocate subsidies, 
although the Government has been granting them in some 
fields for many years. But when price controls are imposed, 
subsidies may be the only alternative to rationing and black 
markets where demand far exceeds supply, as might be the 
case with meat. Or subsidies might be the only alternative to 
passing on to consumers an extortionately high price in foreign 
markets, which multiplies in effect as the goods pass through 
the distributors. 

These are but a few of the problems of controls still un- 
answered. In the meantime, the program must advance with 
the tools at hand, for there will always be some problems 
that remain unanswered among the complexities of imposing 
controls upon the free economy of this nation. 


CONCLUSIONS 

I have talked to you of the unpleasant methods which are 
necessary to secure economic stability. I have talked to you of 
sacrifices. I have talked to you of the enormous price, in ab- 
solute terms, that we have to pay in our fight for peace. But 
you must keep in mind, too, the things we secure by these 
efforts. Peace and prosperity are expensive items, but their al- 
ternatives come far higher. 

In response to your question then, I quote Mr. Wilson: 
“With the fullest degree of drive and unity, we can do this 
job by 1953. By that date our readiness to enter upon total 
mobilization should be sufficient; and production, in addi- 
tion to meeting current military needs, should support a ci- 
vilian economy at or above pre-Korean levels.” 

In the interim we will not be suffering any pangs of auster- 
ity. Civilian consumption will still be far greater, perhaps 
25 percent greater, than in 1940. By comparison with the 
standards of living anywhere else in the world, ours can only 
be described as luxurious. It will remain so only if we defeat 
inflation. 
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I earnestly beseech your aid and assistance to successfully 
secure this country from the physical ravages of war and the 
economic ravages of inflation. If we succeed, we can keep 


America really free — free to criticize — free to think — 
free to change, and at the same time free to survive. That is 
sufficient reward for any effort required of us. 


What are we Building? 


THE SURVIVAL OF THE GREAT INTANGIBLE VALUES OF A CHRISTIAN DEMOCRACY 
By PAUL E. RAYMOND), Attorney, Daytona Beach, Florida 


Delivered at the Laying of the Cornerstone of New Church Building of the Interdenominational Tourist Church, Daytona 
Beach, Florida 


S we lay this cornerstone, we might reflect for a moment 
on what we are building. Is it simply an object of 
brick, stone, mortar, steel, and wood? Or is it some- 

thing vaster and more enduring? 

We are rather smug about our civilization and our culture, 
yet in this Nation 1 out of every 20 adults is illiterate. One 
out of every fifteen is a syphilitic. One out of three belongs 
to church, but only 1 out of 10 goes to church on Sunday. 
In 1 year we bought 1,000,000 copies of the Beer Barrel 
Polka, but we bought only 127 copies of Beethoven’s great 
C-minor symphony. And while we pay 7 of our 10 highest 
salaries to men in the amusement industry, we have one-half 
of all of the families in the South needing to be rehoused. 
People are dying for want of medical attention who ought not 
to die, and little children are weak and undernourished who 
ought not to be hungry in this great land of plenty. 

To admit of our defects is not weakness. To recognize them 
and then to remedy them is to become really strong. This is 
where we need to build. Our basic need for building is well 
pointed up in a letter written about a year ago by a veteran 


of World War II. This is what he had to say: 


“My name is John Crown. I am a paraplegic at Halloran 
General Hospital. My physical wounds are very small in 
comparison with my spiritual wounds. I have come back from 
death to a world that I no longer care for. I, who have been 
engaged in the great struggle to save the world from tyranny, 
and having seen my comrades die for this cause, can now find 
no peace in the world or in my country. 


“Having lived close to death for 2 years, the reasons why 
there is no peace seem infinitesimally flimsy. Russia wants the 
Dardanelles, Yugoslavia wants Trieste, the Moslems want 
India, labor wants more wages, capital wants more profits, 
Smith wants to pass the car in front of him, Junior wants 
more spending money. To these I say, Is it necessary to kill 
and cripple human beings for these petty gains? Anyone who 
thinks a human body is so cheap that it can be traded for a 
tract of land, a piece of silver, or a few minutes of time should 
be forced to listen to the moans of the dying night and day 
for the rest of his life. 


“All the troubles of the world originate in the common 
man. The selfish and greedy ways of nations are just the ways 
of each individual man multiplied a hundredfold. When the 
morals of the common man drop, so do the morals of the na- 
tions of the world. As long as our individual morals remain 
at a low ebb, so will be the world. Until each of us stops 
‘hogging the road’ with his car, stops fighting over the seat 
on the bus, stops arguing over who is going to cut the grass, 
there will be no peace in the world. 

“If man wishes peace again, he must remember the great 
commandment, ‘Love thy neighbor as thyself for the love of 
God.’ ” 

A peaceful world and a free democracy are dependent, 
then, upon the building of better men and better women. 





They cannot be evolved through political sophistry or any 
magic formula. 

During the past half century we have observed two tenden- 
cies which indicate that we are not building better people. 
In the first place, we have witnessed a softening of character. 
Life has become too easy for too many. Those for whom life 
is easier have tended to forget their less fortunate brothers. 


* World War II was a joyride for altogether too many people 


in this country. Pioneer life was hard, but the pioneer was 
self-dependent; he was charitable; and he had unbounded 
faith in the values of democracy and religion. He would un- 
hesitatingly sacrifice his life, his fortune, and his sacred honor 
in their behalf. Where is this spirit today? Where is the 
spirit of sacrifice? Where is the spirit of giving rather than 
getting? What has become of our proud spirit of independence 
and self-dependence ? Not long ago Walter Lippmann summed 
it up in these words: 

“Without order and authority in the spirit of man the 
free way of life leads through weakness, disorganization, self- 
indulgence and moral indifference to the destruction of free- 
dom itself. The tragic ordeal through which the Western 
World is passing was prepared in the long period of easy 
liberty during which men * * * forgot that their freedom 
was achieved by heroic sacrifice. * * * They forgot that their 
rights were founded on their duties * * * they thought it 
clever to be cynical, and enlightened to be unbelieving, and 
sensible to be soft.” 

Something has gone out of American character, and we 
must put it back by building better men and women. 

The second tendency we have observed and one which 
makes our task of building more difficult, is the full sway 
of materialism. We have much to point to in the way of 
material accomplishments which have made life easier and 
more comfortable. We have electricity and television and 
air conditioning, streamlined trains and automobiles and su- 
perhighways, airplanes and air-foam mattresses. But these 
conveniences and comforts have led us to assign a primary 
place to pleasure and comfort and have allowed us to forget 
the great values of democracy such as religious freedom, free- 
dom of the press, freedom of speech. Where do we derive our 
pleasures from today? From love of home and family, good 
literature, great music, and public service well rendered? Or 
from the racetrack and the cocktail bar? 

Our need, then, is not the building of material things, but 
building to assure the survival of the great intangible values 
of a Christian democracy. The work of building better 
people must begin with our youth — our children and our 
young people. We must set them a better example and instill 
in them a love and enthusiasm for these priceless principles. 
We are erecting here a building for the better training of the 
youth of this community. Through them we shall build better 
men and better women. We shall build a better citizenship. 
This is what we are really building as we lay this corner- 
stone. 
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Economic Progress of Venezuela 


FROM BACKWARD REGION TO MODERN NATION BEFORE YOUR EYES 


By DR. H. THEODORE HOFFMAN, College of Commerce and Finance, University of Detroit, Detroit, Michigan 


Delivered at University of Notre’ Dame in its series on Some Economic Problems of Latin America, South Bend, Indiana, 
April 10, 1951 


T was with great pleasure that I received the invitation 
to come to the University of Notre Dame to participate in 
your current lecture series entitled Some Economic Prob- 

lems of Latin America. | might say that the opportunity gives 
me a double satisfaction in that it combines my desire to visit 
and know Notre Dame with my continuing interest in Latin 
America. 

Directly and indirectly, | have been interested in and asso- 
ciated with economic, political, historical, social and interna- 
tional aspects of the Latin American countries for many years. 

‘The interest began during my undergraduate days at the 
University of Dayton where I met and became friends with 
the group of Latin Americans who were studying there at that 
time. | remember that | was elected one of the officers of the 
Spanish Club — a position, now that | look back on it, which 
must have been won more through friendship and admiration 
for Latin America than proficiency in speaking Spanish. In 
common with the majority of students studying a language at 
that time, I learned much more about declension and conjuga- 
tion than speaking the language. Luckily, today the emphasis, 
to some extent, has been shifted. In this regard, I always re- 
member the story of a very good friend of mine in the Foreign 
Service. Knowing that he was going to be stationed in Paris 
and being a very conscientious person, he felt that he should 
know at least something about the language before going there. 
Accordingly, he studied French and arrived sometime later in 
Paris able to conjugate most of the verbs and decline many of 
the nouns and, at the same time, unable to speak a word of 
French. 

I continued the study of Latin America in my graduate 
work at the American University in Washington, D. C., and 
my doctoral dissertation was written on the subject of railway 
development in Colombia. Following this, I joined the For- 
eign Service and was stationed at the United States Embassy 
in Bogota, Colombia as an economist where I had the oppor- 
tunity to really come to know and admire the Latin Ameri- 
cans. It was during these years that the cultural program of 
the Department of State was begun and for quite some time | 
had the interesting experience of teaching classes of beginning 
I-nglish. Since the instruction was in Spanish, 1 had a great 
opportunity to improve that language. 

I returned to the United States in 1945 visiting the Central 
American countries and Mexico on the way. Later, in that 
vear | joined the staft of the American Republics Division of 
the Department of Commerce as Chief of the North Coast 
South American Countries Section, and during much of this 
time, also was Acting Chief of the Caribbean and West Coast 
Sections. In 1947, | revisited Mexico and observed economic 
conditions in the entire area around Guadalajara during my 
visit with the United States Consul at that post. 

When I received the letter of Dean Smith inviting me to 
speak to vou, he told me to select any topic in the field of 
Latin American affairs in which I am currently interested. 
In all honesty, | must say, while | appreciated the freedom of 
choice, the actual selection was not easy. In the broad realm 
of Latin American affairs, and, more specifically, of Latin 
American economic affairs, a multitude, almost a flood of de- 


velopments, problems, plans, projects, and proposals con- 
stantly are surging forward in competition for recognition, 
research, analysis, and, possibly, solution. For the student of 
Latin America, many, if not all of the topics have value. Un- 
fortunately, time does not permit more than a brief dis- 
cussion of but one of them now. I chose to talk a little about 
Venezuela and its economic progress. Now why of all the 
topics possible, did I choose this one? There are two important 
reasons. 

Firstly, and I believe fundamentally, because of the record 
of economic progress made in Venezuela during the last fift- 
teen and, more specifically, during the last five years, which, 
comparatively and absolutely, ranks very high not only among 
the countries of Latin America but also among many other 
nations. This record is all the more impressive when you con- 
sider, that, although richly endowed with petroleum, the 
comparatively recent-discovered iron ore, diamonds, and gold, 
Venezuela’s liabilities, since Independence, have heavily out- 
weighted its assets — a disequilibrium its significant economic 
progress has endeavored and is endeavoring to rectify. 

Briefly, let us review a few of these liabilities. Later, we 
will explore some of the methods employed to convert them 
into assets. 

To begin with we will take the land itself. Venezuela has 
an area of 352,143 square miles, slightly smaller than the 
combined area of Texas and Colorado. Certainly this is not 
inconsiderable when we contemplate the many countries which 
are smaller. However, this figure does not tell the entire story 
— more than half of it lies south of the Orinoco River in a 
region of dense tropical rain forests and high plateaus, most of 
it uninhabited, and much of it unexplored. 

Venezuela, like the balance of the 20 Inter-American Re- 
publics took a population census in 1950. It is estimated that 
it will reveal a population of about 5,000,000 inhabitants, 
contrasted with 3,850,771 as of the last official census of De- 
cember 1941. To begin with, this is a small population to 
attempt to carry on the economic activities of the country. 
However, even this figure, small as it is, is subject to further 
refinement. As a start, the illiteracy rate is high, 56 per cent 
in 1947, the latest year for which statistics are available. In 
1936, it was estimated at 70 per cent. Then too, this popula- 
tion is heavily concentrated, 70 per cent into 13 per cent of the 
country’s mountainous area which points up another fact 
namely, the inability of Venezuela to feed itself although some- 
what over 50 per cent of the people are rural. Why has this 
happened with so large a per cent of the population on the 
land? 

There are many reasons, some prominent ones being the 
geography of the country, 13 per cent of Venezuela’s area is 
made up of mountains; a high degree of erosion; uneven dis- 
tribution of precipitation, torrential rains followed by long 
droughts; the heavy concentration of population, previously 
mentioned, resulting in exhaustion of the soils in the regfons 
occupied ; latifundismo, on one hand, with large tracts of fer- 
tile land used for grazing and minifundismo, on the other, with 
many farmers in the Andes attempting to cultivate land in 
such small parcels that any degree of financial return is impos- 
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sible; the isolation of many of the farmers and their almost 
fanatical adherence to established, antiquated modes of pro- 
duction ; and finally the malnutrition, sickness and disease for- 
merly prevalent to a considerable degree in much of the rural 
area. 

In passing, however, I want to call your attention to the 
other side of this lack of sufficiency in food production, which 
also should be listed as a cause of it, namely the increased 
standard of living in the country which is reflected in one way 
by an increased demand for food. This of course, cannot be 
called a liability on the country’s ledger but must be listed as 
an asset. 

These are but a few of the obstacles to economic progress. 
Others which might be mentioned are political instability, lack 
of adequate transportation facilities, retarded education and 
so on. 

Now, let us consider some examples of the economic ac- 
complishments, after which I will discuss my second reason 
for choosing this topic, namely, the factors | consider respon- 
sible for the progress made. 

Any discussion of economic progress of Venezuela naturally 
must begin with petroleum. This industry, which today is so 
important to the economy of that country as well as to the 
entire world, may be said to date from September 3, 1878, 
when a concession was granted for the exploitation of certain 
asphalt deposits in the State of Tachira. On a concession 
granted in 1907 for the exploitation of petroleum deposits in 
the southern part of Lake Maracaibo in the State of Zulia, 
drilling operations were begun in 1914, the first well being a 
producer of 200 barrels daily. Production, however, did not 
reach significant amounts until 1917 when 121,000 barrels 
(of 42 U.S. gallons each) of crude petroleum were produced 
and 61,000 barrels exported. 

From 1917 onward, petroleum production and exportation 
in Venezuela fluctuated, depending, for the most part, on 
world conditions but with a generally increasing crescendo 
until today, Venezuela occupies the position of the second 
largest producer and the largest exporter of crude petro- 
leum in the world. In 1949, total annual production was 
482,315,973 barrels of crude petroleum, an average of 
1,321,413 barrels per day, of which 422,842,809 barrels were 
exported. As yet, I do not have complete figures for 1950, 
although I have every reason to believe that production in- 
creased over 1949. Latest releases indicate that higher pro- 
duction of crude petroleum constantly is being achieved. A 
newspaper release dated March 10, 1951 from Caracas stated 
that Venezuelan oil production set a new record in February, 
1951 with an average daily output of 1,638,000 barrels com- 
pared with | ,633,000 barrels daily in January. 

As early as 1917, a refinery had been constructed on the 
island of Curacao in the Netherlands West Indies to receive 
and refine Venezuelan production. Soon after, additional re- 
fineries were established on Aruba, a nearby island. During 
the years, these refineries received the bulk of Venezuelan 
crude petroleum either for refining or re-export. However, 
responsible governmental officials and other economically- 
minded Venezuelans began to envisage greater economic prog- 
ress and additional industrial and productive advantages to 
Venezuela that would ensue with the refining of at least some 
of this crude petroleum within the borders of the country. This 
thinking finally became crystallized in the Petroleum Law of 
1943, which states that, in all concessions authorized after 
1943 companies are obliged to refine at least 10 per cent of 
their production within Venezuela. 

The results attributed to this legislation have been truly 
startling. At the end of 1947, before any new production of 
refineries began, there were three large and seven small re- 


fineries in the country with a daily crude capacity of 123,900 
barrels. In 1947, refinery production began, and here are some 
of the results to date: completed, the 60,000 barrel daily refinery 
of the Shell group companies at Punta Cardon on the Para- 
guana Peninsula; the 60,000 barrel daily refinery of the Creole 
Petroleum Corporation at Amuay Bay also on the Paraguana 
Peninsula; the Gulf-Texas 40,000 barrel daily refinery at 
Puerto La Cruz in eastern Venezuela; and the 35,000 barrel 
daily refinery of the Sinclair Oil and Refining Company at 
El Chaure near Puerto La Cruz. These four refineries added 
195,000 barrels per day to Venezuela’s crude-processing 
capacity and their construction involved an outlay of nearly 
$460,000,000. The following are in process at the present 
time: a refinery at San Rogue, State of Monagas in eastern 
Venezuela being constructed by the Phillips Oil Company to 
produce, among other products, paraffin; and a new section at 
Shell’s Punta Cardon refinery to produce a wide range of 
finished lubricating products totaling from 2,000 to 2,500 bar- 
rels a day. 

Now this construction and augmentation of the country’s 
industrial and productive capacity are impressive, in fact, con- 
sidering the length of time in which they have been accom- 
plished, stupendous. However, there is another side to this 
picture, which is even more stirring and, that is, that preceding 
and concomitantly with the construction of the industrial 
plant there were built worker’s homes, hospitals, schools, com- 
missaries, where food can be bought (much of it at or below 
cost), roads, aqueducts, sewerage systems, churches, recrea- 
tion facilities, movies, club houses, baseball diamonds, swim- 
ming pools and power plants to supply electricity to keep the 
community running. In fact when the Shell companies and 
Creole Petroleum Corporation began construction on the Para- 
guana Peninsula, they actually had to transport water for 
drinking purposes by tanker from the United States, so dry 
and parched was and is the area. 

Hauling water by tanker from the United States was, and 
naturally, could only be, a temporary expedient. A more per- 
manent solution of the problem had to be found. It was, and, 
like so many other seemingly insurmountable obstacles en- 
countered in this incredible land, overcome by the cooperation 
of Government and private industry, with the result, that to- 
day, on this semi-arid peninsula, we find water to drink, water 
to bathe and water for other uses transported to the two re- 
fineries there by a 81.2 mile water pipeline running across the 
Gulf of Coro from the Sibura Springs on the Mainland. To 
supplement the water from these Springs and make certain of 
the amount of water, which averages about 100,000 barrels 
daily, nine wells also were drilled by the Government and the 
two petroleum companies, Creole and Shell, which participated 
in the endeavor. 

Then too, another point must be stressed, albeit briefly, and 
that is the training of workers. Here in the United States with 
its comparatively long background of the existence of the 
machine and technology, supplemented by the heritage of 
skilled artisans from Europe, mechanically trained workers, 
generally, are taken for granted. Not so in Venezuela, with its 
Spanish heritage on one hand, in which, in the past, all manual 
work was considered degrading and its Indian heritage, on the 
other, in which the emphasis was on agriculture, and that in 
its most primitive state. 

When the petroleum companies initiated their operations 
in Venezuela, skilled and semi-skilled workers among the 
Venezuelans, for the most part, just didn’t exist. In the early 
years, practically all of their operations were manned by 
Americans. However, training programs in all levels of skill 
in oil production and, later refining, were begun immediately 
and so successful have been the results, that of the approxi- 
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mately 50,000 employees and workers employed by the petro- 
leum companies in Venezuela, about 90 per cent are Venezue- 
lans and in some companies, the percentage is even higher. 
Also, a significant and ever-increasing number of the high 
technical positions is being filled by Venezuelans. 

‘There was a time when semi-skilled and skilled manpower 
resources were not considered an economic resource to the de- 
gree that they are today. However, that time has long since 
passed and now they are evaluated, measured and, in a sense, 
guarded in a manner similar to natural resources and physical 
plant and equipment. The miracle of production which turned 
out the airplanes, the tanks, the machine guns and all the 
other vast military paraphernalia which contributed so mightily 
to winning World War II would not have been possible with- 
out the labor half of the capital-labor ratio and more spe- 
cifically, of course, the skilled workers, the trained half. 

When we view labor in this perspective, and view it in this 
perspective we must, we see that Venezuela’s economic prog- 
ress resulting from petroleum operations is measured not only 
by its physical plant which we have seen certainly is not in- 
considerable, but also by its nucleous of trained workers, com- 
paratively small to be sure, but constantly growing and little 
by little establishing (and this, I believe is of paramount im- 
portance) a tradition, a heritage of industrial skills. 

‘There can be little doubt of the magnitude of the contribu- 
tion of the petroleum industry to the Venezuelan economy. In 
the brief span of less than a quarter of a century it has thrust 
a comparatively small, economically backward country into 
a position of sharing world leadership in the production of a 
vital resource upon which the functioning of so much of the 
twentieth century’s technological progress depends. And the 
important, the almost transcendental factor of the entire proc- 
ess is that it has been done by private industry, private initiative 
functioning in an economy, operating in an atmosphere con- 
ducive to economic development. 

The petroleum industry in Venezuela has been developed, 
expanded and financed solely by private United States and 
British-Dutch capital operating under concessions from the 
Venezuelan Government. The value of these investments to- 
day is in the neighborhood of $2,000,000,000. Naturally, the 
petroleum companies during some of these years have reaped 
profits — that is as it should be — but in so doing they have 
contributed mightily to the Venezuelan economy. From 1938 
to 1948 Venezuela received $2,000,000,000 from oil operations 
of which $1,169,000,000 have been invested in capital assets 
($492,000,000 by the Venezuelan Government in direct and 
indirect investments and $677,000,000 by private capital 
mostly the petroleum companies reinvesting their prof- 
its in buildings, machinery and mechanical equipment) : 
$372,000,000 kept in international reserves of gold and 
foreign currencies; and $468,000,000 spent for consumers’ 
goods, mostly imports. 

In passing, | believe it important to note one more factor 
pertaining to petroleum in Venezuela which frequently is over- 
looked because of its pre-eminent position in production and 
exportation and that is its consumption of petroleum. Accord- 
ing to figures recently issued by a vice-president of Creole 

, Petroleum Corporation in Caracas, Venezuela ranks third in 
per capita yearly consumption of petroleum among the coun- 
tries in the world following the United States and Canada. As 
I said previously, I have followed Venezuelan affairs for a 
long time, but somehow, when I saw these figures, I was a bit 
surprised. | had expected what we generally consider a more 
industrialized country to follow in third place after the United 
States and Canada. 

Despite the fact that petroleum is and has been Venezuela’s 
economic standby for many years, I don’t believe that it has 





ever caught the public fancy and received the many press no- 
tices in the United States as have the announcements regard- 
ing the discovery and exploitation of its iron ore resources. 
Although overshadowed by the recent more spectacular dis- 
coveries of iron ore by the Orinoco Mining Company, a sub- 
sidiary of the United States Steel Corporation, we will first 
turn our attention to the Iron Mines Company of Venezuela, 
a subsidiary of the Bethlehem Steel Company, and its activities 
in the discovery and exploitation of its El Pao iron ore con- 
cession in Venezuela. 

Bethlehem Steel Company staked out a concession approxi- 
mately ten years ago at El Pao, which is located about 32 miles 
south of the Orinoco and east of the Caroni Rivers in a loca- 
tion as bleak, inaccessible and forbidding as any on record. 
After preliminary surveys followed by comprehensive studies, 
it was decided to go ahead with the project. However, like 
similar projects in the petroleum field, that go-ahead signal 
meant not only the investing of vast amounts of capital before 
one ton of iron ore could be delivered to their steel mills in the 
United States but also the solution of the many difficult, and 
perplexing problems connected with the investing of that 
capital. 

I don’t believe I ever fully comprehended the meaning of 
the phrase, “starting from scratch” until I became interested in 
Latin America and studied the problems confronting economic 
development there. Well, to begin with, practically everything, 
including some laborers, had to be barged up the Orinoco 
River for about two hundred miles to San Felix, a small village 
on the river. Then began the mighty task of constructing a 
road to the ore deposits at El Pao and setting up a complete 
city there with houses, schools, hospital, stores, movies, water- 
works, and even a telephone system. Today, it houses approxi- 
mately 500 employees and their families. 

Then came the problem of how to mine the iron ore, how 
to get it to a port on the Orinoco and how to get it from there 
to the United States. I believe I can best tell you how the 
company solved those problems by telling you how operations 
are carried out today now that the project is virtually com- 
pleted. 

The ore is mined by the open-pit method using electric 
shovels of four cubic yard capacity which load the ore into 
30-ton diesel engine trucks. These trucks haul it to the crush- 
ing plant. After this, it is shipped by rail to Palua, the loading 
port on the Orinoco River, near San Felix. A 36-mile stand- 
ard-gauge railroad and an improved highway connect the 
mine and the port of Palua. Telephone lines also have been 
installed between the port site and the mine. 

Now let’s pause a moment and consider this port of Palua, 
which, of course, was jungle and non-existent prior to the 
starting of Bethlehem’s iron operations. Here is what was con- 
structed by the company at this point: facilities for storing and 
loading ore ; a diesel-electric power plant ; waterworks ; shops; 
warehouses; an airport, which now is serviced with regular 
and mail delivery provided by two Venezuelan airlines; and, 
yes, another complete village for housing the employees. 

I believe that you will be interested in hearing about an- 
other major obstacle which confronted the engineers when 
they were contemplating the method of loading the ore onto 
the barges for transportation down the Orinoco River. That 
obstacle — and a very real one it was—sprang from two 
fundamental factors: one, working in the tropics with its two 
seasons, wet and dry; and, two, the untamed and unharnessed 
Orinoco, which, because of these, had, at this point a seasonal 
variation of 40 feet. The Company met this problem by con- 
structing a steel cantilever structure overhanging the river and 
built high enough above the river to allow the boats to moor 
underneath it, regardless of the height of the water. A con- 
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veyor belt supported on this structure drops the ore into these 
boats, which carry it down the Orinoco River, through the 
Cano Manamo, one of the many outlets of the Orinoco, across 
the Gulf of Paria to another unloading station called Puerto 
Hierro, literally translated “the iron port’ where the crushed 
iron ore is loaded into ocean-going carriers for shipment to the 
United States. 

Puerto Hierro also represents construction of another port, 
another town with all of the facilities formerly mentioned cre- 
ated from a wilderness, which only those who have really seen 
the aboriginal tropics can appreciate. 

And what was the cost of all this, and, remember it has all 
been spent without any return for the past 10 years? Well, the 
entire venture, to date, has cost Bethlehem about $50,000,000 
and only now is it beginning to realize on this investment. 
Shipments of iron ore have begun at an annual rate of about 
1,000,000 net tons which eventually is scheduled to reach about 
2,500,000 net tons from the concession, which is estimated to 
have total reserves of about 60,000,000 tons. The Detroit 
News carried an item date lined March 22, Baltimore, in 
which it stated that the Bethore, an ocean-going freighter 
unloaded 24,000 tons of iron ore on that date at the ore dock 
at Sparrows Point, Bethlehem’s big tidewater steel plant on 
the edge of Baltimore. The article went on to say that this 
shipment was the first to reach the United States from Bethle- 
hem’s El Pao mine in Venezuela. 

I have gone into detail in this particular instance to illus- 
trate the problems connected with and inherent in the eco- 
nomic progress in Venezuela and to show what private foreign 
capital with the cooperation of the Venezuelan Government 
is doing. 

Whereas the iron ore problems, developments and activities 
of Bethlehem Steel Company in Venezuela are largely assum- 
ing characteristics of administration only, those of U.S. Steel 
Corporation, are just beginning. 

The United States and the world were electrified last year 
with the announcement of U.S. Steel’s discovery and denounce- 
ment of the Cerro Bolivar iron ore concession in Venezuela. 
Culminating five years’ search for iron ore in Venezuela, 
which previously, in 1947, had resulted in the Piacoa conces- 
sion, a large, low-grade ore deposit about 40-50 per cent iron 
located approximately two miles from the Orinoco and east of 
the Caroni Rivers; and La Grulla, in 1949, also south of the 
Orinoco and east of the Caroni Rivers, which contained re- 
serves of about 40,000,000 tons of a wide variety of ores; 
Cerro Bolivar, to date, has proven reserves of a half a billion 
tons, much of it 60 per cent pure iron with probable reserves 
of the highest grades of iron ore greatly in excess of one billion 
tons. 

However, this concession is south of the Orinoco River but 
west of the Caroni River, in an even more inaccessible region 
than the El Pao concession of Bethlehem. In addition to the 
usual establishment of a town or towns with all the subsidiary 
services previously outlined and the necessary equipment to 
extract the ore from the mines, U.S. Steel, as of the present 
moment, plans to do the following: (1) construct a 94 mile 
long railroad to transport the ore from the primary crusher 
located near the mine at Cerro Bolivar to Puerto Caroni, the 
port to be constructed on the Orinoco River for trans- 
shipment to the United States; and (2) dredge the Orinoco 
River from this point through the Macareo Cano or Channel 
to the ocean so that its seagoing ships up to 40,000 tons can 
transport it directly to the United States. To do all of this 
will mean an outlay budgeted at present around $120,000,000 
and likely to amount to over $200,000,000 for the Company to 
be invested in Venezuela before any ore is taken out. Inciden- 
tally, and as a concomitant to this entire program, U.S. Steel 


has, I believe, begun construction of its new $400,000,000 steel 
mill called the Fairless Works near Morristown, Pennsyl- 
vania, to use among others this ore from Venezuela when ship- 
ments start. It is contemplated now that it will take between 
3 and 4 years before shipments begin from Cerro Bolivar, but, 
once started, it is estimated they will reach 10,000,000 tons 
a year. 

These projects of the United States steel companies would 
be important contributions to the economy of Venezuela in 
whatever part of the country they were undertaken. However, 
their location, in the heretofore backward, very inaccessible 
part of the country, makes their contribution doubly important 
in that they not only add to the wealth of Venezuela but by 
their pioneering open possibilities of incorporating vast new 
territories in the national domain. 

The Venezuelan Government also is playing its part in the 
development of the potentialities of this region. In discussing 
the locations of the iron ore deposits, I have mentioned the 
Caroni River, which is characterized in this locality by the 
Caroni Falls, located near San Felix. It is at this point that the 
Venezuelan Government through the Venezuelan Develop- 
ment Corporation, one of its autonomous agencies, is construct- 
ing a hydro-electric plant. When completed this plant is ex- 
pected to generate 300,000 kilowatts at a cost of 30 centimos 
per kilowatts or less than 10 cents (U.S. currency). The total 
cost of this plant is figured at 200,000,000 bolivares, about 
$60,000,000, the bolivar being equivalent to about 30 cents, 
U.S. currency. 

Another project, still in the planning and survey stage, 
however, is the erection of a steel plant in the area by the 
Venezuelan Development Corporation, which, if carried out, 
would further accelerate the industrial transformation of the 
region. On the basis of tests made in Canada and Sweden of 
the ores during the past two years, it was ascertained that 
Venezuelan iron ore reduction by gas would be feasible and 
the Wiberg-Soderfors process was determined upon because 
tests indicated further that Venezuelan coal would not yield 
the high class coke required for iron ore reduction. The deci- 
sion to locate in this area followed, almost as conclusion, be- 
cause (1) the iron ore is there; (2) hydro-electric power will 
be plentiful and cheap after completion of the Caroni hydro- 
electric plant; and (3) the abundant supply of natural gas 
which is contemplated will be piped to the plant from the 
not-too-distant oil wells in Eastern Venezuela. 

Further research on the project is being made currently by 
Canadian engineers and those of the Venezuelan Development 
Corporation before the final “go”’ signal is given but tentative 
plans for the first phase of the project call for a 70,000 ton 
yearly output of simple building materials to be eventually 
expanded to produce 2,000,000 tons a year. Costs are projected 
in the vicinity of 400,000,000 bolivares. 

Although the hydro-electric plant has just been begun and 
the gas pipeline to the Caroni area still is in a vision in the 
future, editorial comment in Venezuela already is discussing 
the possible economies to be achieved by the two United States 
Steel companies from reducing their ore in Venezuela using the 
low cost of natural gas and power in this area instead of ship- 
ping ore to the United States. There are even suggestions on 
savings to be made by shipping bauxite up the Orinoco to the 
San Felix plant from Surinam and processing it there using 
the low cost of natural gas and power in this area instead of 
shipping ore to the United States. There are even suggestions 
on savings to be made by shipping bauxite up the Orinoco to 
the San Felix plant from Surinam and processing it there using 
the cheap power costs instead of transporting the bauxite to 
Canada to make aluminum, as at present. 

The desire for gold has been ascribed as one of the powerful 
factors contributing to the exploration of South America. Early 
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explorations of the Spaniards in the sixteenth century in 
Venezuela certainly were in pursuit of accumulated treasures 
similar to those obtained in Mexico. These, they did not find 
in Venezuela but placer deposits of low-grade ore in the vicinity 
of Caracas and other parts of the Highlands were worked 
for some time. 

The place where there was gold in quantity, however, was 
in this thinly inhabited and relatively unexplored Highland 
Regions of Eastern Venezuela in an area around the town of 
I! Callao, named after the mine of the same name and located 
about 125 miles southeast of Cuidad Bolivar. A road, using the 
most liberal interpretation of the word, connects El Callao 
with San Felix, the port on the Orinoco River which I have 
referred to previously. It might be said that only the most 
primitive forms of transportation, such as mules and oxcarts, 
can travel over this road. 


Worked in pre-Colombian times, the El Callao mines were 
abandoned until the middle of the nineteenth century, when 
mining was resumed, generally by foreign companies operating 
under concessions. Production increases were spectacular and, 
according to Preston E, James, in his book entitled, Latin 
America, El Callao mine in 1885 was turning out $200,000 a 
month and was the greatest gold-producer in the world. 


‘This rate of production, however, did not outlast the nine- 
teenth century. Since that time, production has risen and fallen 
depending on vein workings, new discoveries, world demand, 
and labor difficulties. Mining operations generally have been 
confined to shaft mining and milling of gold-bearing ores with 
placer mining being employed to a limited degree. Production 
increased to 1,909,067 kilograms in 1949 from the 1,564,784 
kilograms produced in 1948. However, since that time, labor 
difficulties combined with rising costs and the inaccessibility of 
the region requiring shipment by air of many materials, includ- 
ing the gold mined, have tended to lower production. As a mat- 
ter of fact, the mines of the largest gold producing company, a 
Canadian concern, recently have been taken over by the Gov- 
ernment owing to labor difficulties. 

Sarring unforseen, and I might add, unanticipated dis- 
coveries of new veins it does not appear that gold production 
will play a prominent part in the country’s future economic 
progress. The best deposits appear to have been mined and 
from now on high production costs likely will curtail output, 
unless control and ownership of the mines permanently are 
taken over by the Venezuelan Government, in which case pro- 
duction may be kept up for reasons other than making a profit 
from operations. 

On the other hand, diamond mining, also located in this 
general vicinity, is expected to increase. Since 1937, production 
of diamonds, principally industrial, has increased following 
the discovery in that year of the large new deposits on the 
Pao River, a tributary of the Caroni River. Other deposits are 
located farther to the south on tributaries of the Surukun River 
in the very primitive and virtually unchartered regions of the 
Venezuelan Highlands (Gran Sabana) in the general direc- 
tion of Brazil and British Guiana. 

To date, diamond mining has been conducted on a small 
scale, restricted primarily to free-avail or non-concession 
placer mining by individual miners, However, within the last 
year or so, the Venezuelan Diamond Company has been incor- 
porated with the Venezuelan Development Corporation con- 
tributing the largest share of its capital to engage in mechanized 
diamond mining operations on its holdings on the Gran Sabana 
in the Surukun locality. From latest reports, | understand, that 
this company has begun operations. I believe we may expect 
future production of diamonds from Venezuela to increase 
rather markedly from the 56,655 carats mined in 1949 and the 
45,290 carats mined in the first nine months of 1950. 


In connection with the reduction of iron ore for the con- 
templated Government steel plant to be erected near Caroni 
Falls, in Southeastern Venezuela, you will remember that it 
was proposed to pipe gas, presently unused from the eastern 
oil fields to the plant. However, this still is in a projected stage 
awaiting future developments. 

I would like to tell you now something about another project 
of similar nature upon which construction already has begun, 
namely the laying of a gas transmission line utilizing by- 
product gas from petroleum operations in the regions around 
Las Mercedes and Tucupido in the State of Guarico and 
transporting it north and west to Caracas, Valencia and other 
communities in this general vicinity. About 140 miles of line 
will be laid in all, 70 miles in main line and the balance in 
subdivisions to different outlets. At first, the gas will be avail- 
able only for industrial users, but domestic and commercial 
markets will be developed later. 

This venture with primary construction costs of about 
$5,000,000 and eventual total costs around $10,000,000 has 
been developed, financed and undertaken by the New York 
engineering firm of Holley Poe and Associates, headed by 
E. Holley Poe who took the Big and Little Inch lines from the 
U.S. Government and turned them into gas pipelines. 

Manufacturing in Venezuela developed slowly, and has 
been concentrated primarily on the production of consumer’s 
goods for local consumption. Generally, it has been confined to 
a simple processing of raw materials, many of which are im- 
ported. Its contribution to the economic progress of the country 
has not been especially significant in the past although recent 
developments are materially changing this situation. 

There are easily ascertainable causes for this former meagre 
development of manufacturing, the principal ones being the 
traditional preference of the wealthy classes for land and agri- 
cultural export crops and livestock for investment of capital, 
resulting in a lack of capital for industrial purposes ; the small- 
ness of the market and low purchasing power of most of the 
people; absence of skilled or semi-skilled labor; inadequate 
transportation facilities; and lack of fuel and power — all 
adding up to high production costs. Hence, the reliance on 
and preference for imports which frequently were better, 
cheaper and more dependable. 

World War I changed this situation only slightly. However, 
the impact of World War II with its infinitely more drastic 
curtailment of imports and resultant dislocation of the econ- 
omy pointed up very dramatically the usefulness of a national 
industrial plant. Also, the expansion of petroleum operations 
during the ten years previous to the outbreak of the War not 
only had raised the country’s standard of living, but had 
widened its base to include an ever-increasing number of 
citizens. 

Then, too, values and mores began to change and with the 
change came a shift in emphasis and what before was consid- 
ered undignified began to be considered the thing to do and 
industry while not becoming recognized perhaps overwhelm- 
ingly and completely as an occupation, nevertheless, com- 
manded more respect and continually added new adherents. 
The industrial capitalist took his place alongside the agricul- 
tural capitalist in the economy of the country. 

Concomitant with this growth of the belief of the respecta- 
bility and profitability of industry was the growth of the belief 
of the necessity for it. From being considered not socially ac- 
ceptable at all, industry suddenly began to be considered by 
the younger group of businessmen, economists and govern- 
mental officials in some countries as almost a panacea, a cure-all 
for every economic illness. Industrialization became synony- 
mous with achievement of economic well-being and, in many 
instances, this industrialization became tied up with a rampant 
nationalism and an intense dislike for and distrust of foreign 
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capital. In all justice and fairness to Venezuela and in tribute 
to its Government and its citizens, this distrust of the partici- 
pation of foreign capital in the development of the country’s 
economic resources did not and does not exist. 

In Venezuela, manufacturing has been concentrated prin- 
cipally in the following industries: food processing, principally 
sugar refining, meat packing, fish canning, brewing, soft 
drinks, and distilling, the manufacture of vegetable oils and 
lard and condensed and powdered milk; textiles; leather and 
leather goods; paper and cardboard; bags from local fibers; 
rubber goods including tires; glassware and bottles; and 
cement. 

Briefly, I shall mention a few of the more important addi- 
tions completed, being constructed, or projected to the coun- 
try’s manufacturing plant within the last year — some repre- 
senting an expansion of the types of industries already existent 
in the country and others pioneering new fields: 

1. A projected new $6,000,000 rayon yarn plant to be con- 
structed by Celanese Corporation of America with a produc- 
tion of 5,000,000 pounds annually. 

2. The establishment in Caracas of the firm, Laboratories 
Wyeth, C.A., a subsidiary of Wyeth, Inc., a Philadelphia phar- 
maceutical manufacturer, with a capital of 1,000,000 bolivares 
to take care of the expanded market in Venezuela for the 
parent company’s pharmaceutical products. 

3. The underwriting by the Venezuelan Development Cor- 
poration of the construction of four new sugar mills as follows: 
at Cumanacoa, State of Sucre to grind 2,000 tons of sugar cane 
daily; at Rio Turbio, State of Yuracuy, 800 tons daily; at 
Motatan, State of Trujillo, 600 tons daily; and at Urena, 
State of Tachira, 300 tons daily. In line with the Corporation’s 
policy of promoting private enterprise and operation, the mills, 
when completed, will be leased to local farmers with an option 
to buy. 

4. The recent completion of the San Marcos sugar mill, 
near Barquisimeto, capital of the State of Lara, capable of 
grinding 300 tons of sugar cane every 24 hours. 

5. The expansion currently being carried on and contem- 
plated by the cement companies through equity financing and 
loans from the Venezuelan Development Corporation to in- 
crease the country’s production of cement, which, in 1950 
reached 500,000 tons against consumption of 850,000 tons. It 
is anticipated that the gap will be closed in 1953 when 
1,000,000 tons are scheduled to be manufactured in the 
country. 

6. The completion of the new glassworks plant at La Vic- 
toria near Maracay, capital of the State of Aragua, capitalized 
at 4,000,000 bolivares to manufacture numerous kinds of glass 
and glassware, especially window glass and bottles. 

7. The completion of the La Cabrera electric power plant 
of the C. A. Electricdad de Maracay on Lake Valencia, Mara- 
cay, the second largest public service generating plant in 
Venezuela. The plant consisting of two turbo-generators has 
a total capacity of 15,000 kilowatts and supplies power to 
Maracay and the area around Lake Valencia, including the 
cities of Valencia and La Victoria. 

8. The completion of the third bottling plant at Barcelona, 
Venezuela, by Canada Dry International, Inc. 

9. The completion and operations of General Motors Inter- 
america Corporation, a subsidiary of General Motors Corpora- 
tion, which assembles Chevrolet commercial units in Vene- 
zuela and distributes all products manufactured by General 
Motors. This plant, which includes the office and factory, is 
located on a 714 acre tract of land near the main highway 
connecting Caracas with the interior and coastal cities of 
Venezuela. Employment now totals around 450. I am includ- 
ing it in this narrative even though it has been in operation for 
almost two years principally because of its policy in Venezuela. 


Following the splendid pattern set by the petroleum com- 
panies, General Motors, in its comparatively brief domicile 
in the country, already has made and is making a positive con- 
tribution to the economic well-being and technical develop- 
ment of Venezuela and its people — another outstanding 
example of the exportation of American know-how and a prac- 
tical application of the principles of the Point-Four Program. 
As the company developed its assembly program, it, concur- 
rently, began training workers for the specialized technical 
jobs required for the operation of the plant. Not only were 
men taught the basic trades of welder, mechanic, electrician, 
painter, upholsterer, et cetera, but some were selected and 
given additional training in the specialized supervisory require- 
ments of a large manufacturing operation. Then, in addition 
to providing skilled workmen for its own operations, the 
Company maintains a specialized service school to train service 
personnel and mechanics employed by General Motors dealers 
in Venezuela. 

10. The incorporation of a company called ‘“‘Ensamblaje 
Venezolana, $.A.” by the Chrysler distributors in Venezuela. 
This Company, financed entirely by Venezuelan capital, con- 
structed a plant, completed in December 1950, where 
Plymouth, Dodge, DeSoto, and Chrysler passenger cars and 
Dodge, DeSoto and Fargo trucks are being assembled. The 
main assembly plant, a one-story concrete and steel constructed 
building, has a manufacturing area of 96,098 square feet and 
a normal production of 24 passenger cars and trucks per 8 hour 
work day. The main building also contains a hospital, locker 
and shower rooms for the employees. In addition a separate 
three-story building of reinforced concrete, having a total floor 
area of 54,208 square feet, has been completed to house the 
General Offices, Parts Department and New Car Service De- 
partment. These two latter Departments have been set up to 
provide further services as the Company, besides assembling 
new vehicles, also completely conditions and services new cars 
for customer delivery, and operates a major part depot to 
supply spare parts for Chrysler vehicles throughout Venezuela. 
Anyone living in some Latin American countries in the past 
will really appreciate this latter service. | think that the major 
complaints voiced by the foreign colony driving cars during the 
year I resided in Colombia were (1) the lack of repair parts; 
and (2) the lack of personnel skilled in making the repairs. 
However, that has been some time ago and World War II 
was going on and conditions undoubtedly have improved there 
also. 

11. Although not inherently a manufacturing firm, I feel 
that I should say a few words about the opening of the Sears, 
Roebuck and Company store in Caracas which began opera- 
tions in March, 1950. Opening day was almost a historic 
event and I understand that subsequent operations are very 
satisfactory. The store, a two-story cement structure with 
125,000 square feet of floor area, employs around 400 em- 
ployees, of whom over 80 per cent are Venezuelan. Like 
Sears’ stores in the United States, it has a parking lot adjoin- 
ing the property which accommodates 400 cars —a distinct 
innovation of heretofore Venezuelan merchandising. Another 
feature, which is of special importance to the Venezuelan 
economy is that, in keeping with the traditional policy of Sears, 
more and more merchandise will be of Venezuelan manufac- 
ture, thus stimulating home industries. To begin with, in con- 
structing the store, | understand that Sears used all Vene- 
zuelan materials and fixtures wherever possible and, even on 
opening day, a considerable amount of stock in the shoe and 
furniture departments was of Venezuelan manufacture. 

Most of the examples given to illustrate Venezuela’s eco- 
nomic progress in manufacturing have dealt with private capi- 
tal investment, some of it foreign. In accordance with economic 
thinking in the United States, that is as it should be. However, 
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in a country like Venezuela, more or less in the beginning 
staves of manufacturing development, domestic and even for- 
eign private capital always are not available in amounts, at the 
proper time, or for the particular projects contemplated or 
desired for the national good. It is in this area, that the 
Venezuelan Development Corporation organized in 1946 has 
played such an outstanding role in combination with foreign 
and/or domestic capital or alone in contributing to Venezuela's 
industrial advancement. 

In the field of transportation much has been accomplished 
and progress has been made although much still remains to 
be done. The Venezuelan Government recognizes the problem 
and, in the past, has allotted and is continuing to allot large 
amounts in the Federal Budget for the construction, develop- 
ment and conservation of transportation facilities both within 
and without the country’s borders. 

In the area of surface transportation, railways have been 
deteriorating for years, in fact with the advent of the motor 
car and highways, it was believed that they were unnecessary 
to the nation’s economy and would disappear. They almost did. 
Never a coordinated system, the railroads were composed of 
12 lines of different gauges with a total mileage of 623, some 
vovernment owned and operated, some owned and operated 
by private Venezuelan capital and some owned and operated 
by British capital. 

What to do, scrap the railroads or rehabilitate and develop 
them ? That was the problem faced by the Venezuelan Govern- 
ment. After several years, during which time the problem was 
studied thoroughly, it was decided that highways alone could 
not take care of the country’s transportation needs and the 
railways must be rehabilitated. In pursuance of this goal, the 
(jovernment first created the State Railways Administration 
to operate the railroads it already owned. Next, it bought the 
private lines except the Tachira one in the extreme southwest 
of the country, which incidentally gives Venezuela interna- 
tional railway connection with Colombia. The three British 
lines were purchased late in 1950 for an amount somewhat 
less than $5,000,000. The next phase, the rehabilitation of the 
Caracas-Barquisimeto line, already has begun. Much of the 
old roadbed will be used, although it will be shortened when- 
ever possible ... a branch will be diverted to Puerto Cabello 
instead of the main line going there as at present ... and the 
tracks will be widened to standard gauge. The Caracas-Bar- 
quisimeto line will be 250 miles long and will cost about 
$15,000,000. Also included in this phase of the program will 
be construction of double track standard gauge lines from 
Caracas to Cua, Tejerias, San Carlos, Barquisimeto, Carora 
and Sabana de Mendoza, in Western Venezuela, with single 
line standard gauge branches to Puerto Cabello and the port 
ot ‘Turiamo, on the Caribbean Sea. The entire length will be 
525 miles. After this phase has been completed, a second phase 
will be embarked upon calling for the construction of 1,125 
miles additional of single track standard gauge lines. 

Unlike railroads, construction and maintenance of highways 
were not discontinued completely during the years. Although 
not receiving the same amount of attention or funds every year, 
still some work generally has been done on them annually since 
their construction began in 1908. However, construction was 
uncoordinated until 1936 when attention began to be paid, for 
the first time, to modern construction methods and the unifica- 
tion of existing roads into a well-knit system. From 1936 to 
1949, the government spent 322,637,493 bolivares on highway 
construction and, during the fiscal year, 1949-50, the present 
Administration invested 150,000,000 bolivares in repairing 
old roads and building new highways — 25 per cent of the 
600,000,000 bolivares spent for public works. During 1950, 
466 miles of new highways and 373 miles of repaved old roads 
were completed. At present, there are about 8,000 miles of 





roads in Venezuela of which 3,829 miles are classed as all- 
weather roads. 

No discussion of highways would be complete without men- 
tion of the new La Guaira-Caracas Highway now under con- 
struction. To reach Caracas from La Guaira, the country’s 
main port, the traveler must climb along the slopes of a 
rugged sierra over 3,000 feet high, and descend to the valley 
through a mountain pass. The old road winds around the 
mountain with maximum grades of 12 per cent, has 395 curves, 
is about 22 feet wide and 1814 miles long. To make the trip 
takes about an hour. The new road under construction levels 
mountains, goes through tunnels — one will be 7,000 feet long 
and will cost $13,000,000 — but will cut the length down to 
10 miles, driving time to 20 minutes, maximum grades to 
6 per cent, average width to 65 feet and number of curves 
to 32. 

The importation of motor vehicles has kept pace with high- 
way building. Between 1937 and 1949, Venezuela’s expendi- 
tures for trucks and automobiles amounted to 653,791,693 
bolivares. Trucks and station wagons for transporting goods 
accounted for two thirds of this total. It is estimated that there 
are approximately 40,000 automobiles in Venezuela at the 
present time. 

Commercial aviation continues to grow in the country show- 
ing increases in air freight, passenger traffic and airport con- 
struction. In 1940, air lines carried 2,800,000 passengers and 
employed 5,600 individuals. By 1950, over 13,000,000 passen- 
gers were carried and the number of employees had grown to 
78,000. The tri-weekly flights of LAV, the governmental air- 
line to New York and the weekly flights to Lisbon, Madrid 
and Rome have proved quite successful. 

In international commerce, Venezuela is a partner with 
Colombia and Ecuador in the Flota Mercante Grancolom- 
biana (Gran Colombian Merchant Fleet). Set up in 1947, the 
line was organized to provide shipping services between ports 
of the three countries and the United States. To date the line 
has been very successful in number of sailings, extension of 
services and net returns. In April 1950, a monthly sailing was 
inaugurated between Montreal, Canada, and ports of the 
three Latin American nations and there is thought of extending 
the services to Europe. 

The Venezuelan Government also is interested in its own 
shipping line, the Venezuelan Navigation Company, which 
provides intercoastal shipping, river transportation and inter- 
national service to Atlantic and Gulf ports of the United 
States. 

The complete reconstruction of the harbor and pier of 
La Guaira begun in November, 1947, is virtually completed. 
Built at a cost of approximately 50,000,000 bolivares, the har- 
bor, at present, can dock simultaneously between 18 and 22 
ships, depending on their size. After the buildings now being 
constructed have been finished and the entire building program 
completed, the port of La Guairira will be able to handle 
2,000,000 tons of freight per year. 

In the field of telecommunications, progress is being made 
following the contract signed between the Government and a 
Swedish firm. Representing an expenditure of 50,000,000 boli- 
vares, the contract will provide a communication system within 
the country and abroad adequately adapted to serve Venezue- 
la’s growing economic progress. When finally completed, auto- 
matic service will be provided for the Federal District, com- 
prising Caracas and neighboring towns and all state capitals. 
All cities and larger towns will be linked by long distance tele- 
phone and existing telephone connections between Caracas and 
New York, and Maracaibo and New York will be available to 
all state capitals. Teletype equipment has been installed in 
Maracaibo for service to Caracas, San Cristobal and New 
York, and is being set up to form a network uniting all prin- 
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cipal cities in the country. Final completion is expected by 
1953. 

In evaluating the problems facing Venezuela, perhaps none 
is more pressing than the agricultural one. You will remember, 
I mentioned previously some of the causes contributing to the 
country’s inadequacy in food production, although stressing. at 
the same time, that all of them should not be considered as 
liabilities. 

There are some who make the petroleum industry the scape 
goat for Venezuela’s inability to feed itself and hark back to 
what they call “the good old days before 1917” when the 
country’s main exports were coffee, cacao and hides and its 
food production largely balanced consumption. By paying 
higher wages, they aver, the petroleum companies induced 
some farmers to leave their farms and work for the companies, 
which, resulted in urban prosperity, in turn causing more 
farmers to abandon their land to go into business in the cities 
affected by the oil prosperity, thereby increasing the standard 
of living for at least some of the population, resulting in a 
greater demand for food and hence the necessity for imports. 

There is no doubt that this allegation is mostly true. In 
fact, we have read about thousands of similar situations ever 
since the Industrial Revolution began. I believe the most 
poignant one being described by Oliver Goldsmith in his work, 
“The Deserted Village.” 

The question that interests us, however, is, “Was all this 
bad for Venezuela?” And, of course, the answer is “No,” and 
all we have to do is look at the economic progress petroleum 
has made possible for Venezuela. If nothing else, it has meant 
that sharing the poverty has been restricted — certainly the 
farmers who remained on the land did not become any poorer, 
more ignorant or more disease-ridden than they were in 1917 
and actually we know the converse is true. 

There is another fundamental fact that must be brought 
out, and which generally is overlooked either intentionally or 
unintentionally by those decrying the lack of Venezuela’s self- 
sufficiency in food and, that is, that in 1948, the production of 
foodstufts in Venezuela was slightly more than double that of 
1936, even though in 1948 it was necessary to import 70 per 
cent of the country’s food requirements against 50 per cent in 
1936. Although at first glance, this looks like the country is 
going backward, we know that the opposite is true, inasmuch 
as much of it is due to increased demand. By this, I don’t mean 
to minimize the necessity for greater food production, nor is 
the Venezuelan Government viewing the situation com- 
placently. As we shall see, it is making strenuous efforts to 
rectify the situation. 

In this short paper, I cannot begin to enumerate but a frac- 
tion of the tremendous efforts, the many measures, the thought, 
the planning and the will which the Venezuelan Government 
is endeavoring to improve the land, the soil, production meth- 
ods, and the people earning their livelihood from it. In this 
regard the activities of the Venezuelan Development Corpora- 
tion, the Agricultural and Livestock Bank, and the Ministry 
of Agriculture and the National Agrarian Institute have been 
impressive and are achieving significant results. 

The problem is being attacked simultaneously from all sides. 
Here are some of the things which are being done to aid the 
farmer, improve his techniques, increase his production, aug- 
ment his income, better his health, educate him, and, in gen- 
eral, raise his standard of living and Venezuela’s domestic 
food production. 

The Agricultural and Livestock Bank founded in 1928 
operates in Venezuela from a main office in Caracas, six 
branches and 78 agencies in the interior of the country. It 
advances funds to farmers to harvest crops, to pay debts or to 
improve their properties, and, in this respect, is especially help- 
ful to the small farmer who otherwise would have to call on 
private sources for money at higher interest rates. In 1948, its 


average loan was 1,164 bolivares and in 1949, 1,965 bolivares. 
It also operates a savings department, which, on March 21, 
1950, had 36,850 depositors with total deposits of 44,000,000 
bolivares. Another activity of the Bank is the fixing of mini- 
mum prices on cattle and certain commodities for the farmers’ 
and breeders’ protection. Should market prices go below the 
minimum, the Bank buys the product at the fixed figure, and 
sells it eventually in the open market, taking the risk in the 
operation, if the price remains down. A total of 18,500,000 
bolivares was invested in 1949 in this activity. The Bank has 
its own storage warehouses, as well as rice and coffee husking 
equipment and slaughter houses, and imports machinery, farm 
implements, seeds, fishing boats and equipment, and anything 
else which would help agriculture, stock raising and fishing. 
In 1949, its imports amounted to 32,000,000 bolivares. Its 
statistical department, with the aid of 900 correspondents 
throughout the country, gathers information on price trends, 
freight fluctuations, yield per hectare, production costs, plant- 
ing and harvesting time for each crop, and acreage under cul- 
tivation in each state. 

The Ministry of Agriculture has done and is doing a splen- 
did job of training agronomists and veterinarians. The 
National Institute of Agriculture, a branch of the Central 
University of Venezuela, was opened in 1940, and has gradu- 
ated several hundred agriculturists since that time. Students 
take a five-year course covering all phases of agriculture and 
receive the degree of Doctor of Agricultural Science. A 
20-building center is under construction in Maracay to house 
the Institute which also has 740 acres of land for experimental 
purposes in farming and stock raising. 

For practical farming, the School of Practical Agriculture 
has been operating in Maracay for some time, where farmers 
may become proficient in any specialization they choose. In 
1949, 55 students were registered but, with the completion of 
new buildings at a cost of 300,000 bolivares in 1950, 100 
students now can be accommodated. Courses in this school 
include truck farming, stock and poultry raising, carpentry, 
farm construction, implement repairing, fertilizer manufac- 
ture and silage. Another School of Practical Agriculture is 
under construction in Zoa, the State of Merida, in western 
Venezuela. Here students are taught soil conservation, refor- 
estation, fruit, coffee and pasture growing, and other crops 
adaptable for cultivation in the Andes. 


In the plains of the State of Barinas, the Rural institute 
teaches farm management and has the finest cattle, horse and 
hog specimens to set up a breeding center and improve the 
strains in the traditional cattle country in the plains (llanos). 
In Cumana, in the State of Sucre (Eastern Venezuela), in- 
struction is given in poultry raising and fruit tree tending. The 
school in Rubio, in the State of Tachira (Western Venezuela) 
specializes in coffee culture. Barquisimeto and Cumana have 
tractor driving schools. Farm vocational training and 
5-V Rural Clubs, similar to 4-H Clubs in the United States, 
are being expanded. To improve farm improvement, 16 new 
model farms are being constructed costing around 400,000 
bolivares. These farms are practical schools where farmers 
learn intensive cultivation methods to make the most out of 
small pieces of land. They also learn crop rotation and the 
proper use of farm tools. Later these model farms are gen- 
erally sold to farmers on easy terms. 

In addition to the above-mentioned activities, the Ministry 
of Agriculture also operates free markets for the sale of food 
directly from the farm to consumers in an effort to lower 
prices; attacks the deforestation problem by importing kero- 
sene burners to be sold to farmers at cost, thereby attempting 
to eliminate or, at least drastically reduce, chopping down of 
trees for fuel, believed to be the main reason for deforestation ; 
has established a school to train divers for pearls on Margarita 
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Island, site of the pearl fisheries; manages the National Coffee 
lund, an agency set up to improve coffee plantations through 
replanting and the use of modern processing machinery in 
order to increase coffee production, which is Venezuela’s most 
important agricultural export; and, through the Agricultural 
and Livestock Bank, purchases cacao directly from growers at 
prices that will encourage cultivation of the country’s second 
largest farm export. 

‘The National Agrarian Institute was created to carry out 
the provisions of the Agrarian Law passed in 1949. With a 
capital of 100,000,000 bolivares and the holdings transferred 
to it by the Federal Government, either land under cultivation, 
public Jands or land received from state and city governments, 
the Institute is endeavoring to increase agricultural produc- 
tion by equitable distribution of land and to extend and im- 
prove provisions of agricultural credit. Although in operation 
for only a short time, the Institute has acquired almost 250,000 
acres of land for distribution among poorer classes of farmers. 
It sells land to farmers on a long-term basis (30 years at 5 per 
cent interest) at its real value, plus the cost of improvements 

every farm has a house with running water and electricity, 
plus all the necessary implements — made by the Institute 
with no profit added. Time to start payments varies according 
to the crop grown, but they never begin before the second year 
of cultivation. It has already begun the sale of land farms to 
farmers. The Institute itself also is tilling land, and the agri- 
cultural colony at ‘Turen in the State of Portuguesa is espe- 
cially important. Besides its regular agricultural activities, the 
National Agrarian Institute is entrusted with the introduction 
of immigrants and their settlement into Venezuela, now ad- 
mitted at the rate of 400 families monthly. Nearly 2,000 
farming families have been brought from Europe, and settled 
in various rural sections of the country between November 
1948 and November 1950, a part of the 60,000 immigrants 
arriving during that period. 

Recently, the National Agrarian Institute submitted a rural 
housing plan to the Government calling for the expenditure of 
an additional 5,000,000 bolivares to be used in construction of 
farm houses especially for small farmers presently living in 
unhealthy and unsanitary conditions. 

1 have already mentioned the Venezuelan Development 
Corporation in connection with its contribution to the indus- 
trial growth of Venezuela. It has been equally as important, if 
not more so, in the field of agriculture where it has operated in 
the extension of credit and contributed significantly to increases 
in the production of sugar cane, corn, rice, potatoes, beans, 
oleaginous seeds and milk. It also has built and purchased 
silos for the storing and processing of farm products and cur- 
rently is engaged, in cooperation with the Ministry of Agricul- 
ture, in the vast irrigation project of 247,000 acres at El 
Cenizo. 

‘This development also comprehends deforestation; reloca- 
tion of farmers with properties on mountain slopes on level 
land and reforestation of their old farms to prevent soil ero- 
sion; soil analysis; road construction; parcelling of land into 
farms with an average of 250 acres, each farm equipped with 
modern conveniences for a family of five; and credits for cul- 
tivation expenses available to those farmers willing to plant 
only those crops recommended by the Ministry of Agriculture 
and to follow the Ministry’s technical advice on cultivation 
methods. 


At present, in the State of Apure the Venezuelan Develop- 
ment Corporation is backing ten carefully selected veteri- 
narians, each of whom has received a loan of $150,000 for 
cattle raising and breeding. ‘Ten model ranches are being built 
covering an area of 75,000 acres on which interest and amor- 
tization payments will not begin until the fifth year, The aim 





of the project is to demonstrate the advantages of scientific 
methods of cattle-raising. 

One final word concerning agriculture, and that is about the 
activities of the Venezuelan Basic Economy Corporation, a 
company incorporated in New York in 1947 by the Rocke- 
feller family and managed by Nelson Rockefeller and his asso- 
ciates to operate in Venezuela, VBEC, as the Company has 
come to be known, obtained its capital from the Rockefellers, 
the petroleum companies operating in Venezuela, and the 
Venezuelan Development Corporation. In turn, VBEC, has 
incorporated four operating subsidiary companies in Venezuela 
which are attempting to augment local food production 
through application of advanced farming techniques similar 
to those in use in the United States and then, through a more 
efficient distribution mechanism, reduce distribution costs and 
thus lower prices. The four companies operating at present 
are a food production and cattle raising company ; a company 
for catching, purchasing, and distributing fish; a dairy-prod- 
ucts company for producing and distributing reconstituted 
whole milk and milk products; and a food distribution com- 
pany. 

The important thing to remember about this entire project 
is that it is in business to make money. It definitely is not a 
charitable institution. In fact, VBEC envisages itself as some- 
thing of a revolving fund, selling off enterprises to Venezue- 
lans after they have become profitable and then investing in 
something else. 

It is still too early to comment definitely upon the success of 
the entire undertaking. Some of the companies have been more 
successful than others. The one achieving most success to date 
has been the one engaged in food producing and cattle raising, 
known in Venezuela as PACA, short for Productora Agro- 
pecuria, Compania Anonima. In about two years, PACA has 
made spectacular records in its three experimental farms cov- 
ering a total of nearly 10,800 acres and, in so doing, is showing 
other farmers the way to increase production with modern 
methods of cultivation applied to fertile land. During this 
time, its number of cattle has doubled and calf mortality has 
been reduced to 10 per cent. Through extensive use of insecti- 
cides and fertilizers, the 1949 corn crop averaged 2,112 pounds 
per acre on its Chirgua Valley farm near Caracas and reached 
as much as 3,960 pounds per acre in experimental plots, con- 
trasted with average corn production per acre throughout the 
country of 705 pounds. PACA is not only increasing produc- 
tion, but also is training farm workers in the best use of ma- 
chinery, irrigation equipment, seeds, insecticides and fertilizers. 
On its cattle ranch, a machine shop is available to neighboring 
farmers and it is planned to rent tractors as they become more 
plentiful. Also, PACA is trying to raise the health and living 
standards of its farm workers and their families by opening 
dispensaries, schools and commissaries; by improving sanita- 
tion; and by building better houses — all in keeping with the 
grand tradition of United States capitalism as it has developed 
in Venezuela. 

Once again, we see another practical demonstration of Point- 
Four principles and, in this case, the application of United 
States know-how in an area—agriculture—where it is needed 
most. The teamwork of United States capital, resourcefulness, 
and technology with Venezuelan resources, cooperation and, 
in some instances, capital is providing a magnificent laboratory 
and example for those genuinely interested in restoring con- 
fidence in international investments and the advancement of 
hitherto backward areas. 

I would like to go on and tell you about some of the splendid 
progress being made in education, housing, public works of all 
kind., the campaign against disease and the marvelous success 
in the fight against malaria, but my time is running out and I 
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do want to give you a few more salient facts about Venezuela's 
economic progress. 

Several years ago, I wrote an article about Venezuela for 
the Foreign Commerce Weekly, in which I stressed its unique 
position among the nations of the world. In completing this 
section delineating examples of its economic progress, | feel 
that that uniqueness is still applicable and, if possible, to an 
even greater extent. Io substantiate this, let me call your 
attention to a few additional facts: 

1. Venezuela has no external debt, and only a negligible 
domestic one, about 14,000,000 bolivares compared with a 
budgetary surplus of over 100,000,000 bolivares. 

2. Despite tremendous expenditures for capital investments 
— some of which | have told you about — imports and or- 
dinary governmental expenditures amounting to 2,059,305,- 
465 bolivares, the Venezuelan Government closed 1950 with 
a surplus on hand of 117,196,771 bolivares. 

3. Venezuela stands out among the nations of the world 
today as one of the few nations where the doors are open 
wide to international trade. With the exception of about 20 
tariff items requiring import licenses, imports are free to enter 
the country without any additional restrictions other than 
duties, which, in the main, are not of a protective nature. 
Moreover, wherever the fiscal situation and general condi- 
tions of the economy have permitted, the Government has 
granted important exemptions from duties and reduced the 
tariff substantially. 

4+. Considering this question of foreign trade for a moment, 
we find that in the 10-year period from 1938 to 1949, Vene- 
zuela, with an average population of about 4,000,000 inhabi- 
tants or less during that time, imported $2,072,100,000 worth 
of goods from the United States alone, to say nothing of the 
rest of the world. In 1949, its purchases from the United 
States were over a half a billion dollars making it, in that 
year, the foremost market for United States goods in Latin 
America and the fourth largest foreign market of the United 
States throughout the world. However, when you take into 
consideration that England and Western Germany financed 
most of their imports with ECA dollars, Venezuela could be 
regarded as the second largest world market for U. S. ex- 
ports, second only to Canada. 

5. Venezuela, in practise as well as theory, grants aliens 
the same civil rights as its own nationals. As a result of this 
policy, and, in contrast with the discriminating system that 
is growing so generalized in many countries — whereby 
greater advantages are conceded to domestic capital, at the 
expense of foreign investments, to resident investors at the 
expense of nonresident — Venezuela has preserved the doc- 
trine of equal economic opportunity for foreign and domestic 
capital whether or not the investor resides within the country. 

6. The gold parity of Venezuela’s currency has not changed 
since 1879, not even in 1933, when the United States re- 
sorted to devaluation. In all its history, Venezuela only once 
has resorted to exchange control as such and that occurred 
during a few months of 1940/1941 shortly after the Ger- 
man invasion of. Europe, when Venezuela’s exports became 
practically paralyzed. This abnormal situation soon was rec- 
tified and the purchase and sale of foreign exchange have 
been entirely free since then. Notes issued by the Central 
Bank of Venezuela are backed by a large reserve of gold and 
foreign exchange convertible into gold; the currency is not 
backed by governmental securities of any sort. 

7. When many nations were looking for loans, prefer- 
ably public and governmental, to develop their economies, 
Venezuela was busy working out its economic well-being 
through employment of its own resources. Out of over 4 
billion dollars loaned by the Export-Import Bank from Feb- 





ruary, 1934 to June, 1949, Venezuela actually received $27,- 
339,000 of which all but $3,275,000 were paid by June 30, 
1949. The causes of this are not mysterious or difficult to 
fathom. They are easily ascertainable and I will elucidate 
them when I comment on the factors I believe are respon- 
sible for Venezuela’s economic progress. 


8. Venezuela’s economic development since 1936 has run 
far ahead of its population growth. In 1936, when the popu- 
lation was 3,364,000 national income amounted to 1,500,- 
000,000 bolivares, or 446 bolivares per capita. In 1949, the 
population was estimated at 4,643,000, and national income 
was 7,000,000,000 bolivares. Per capita income was there- 
fore 1,500 bolivares, or a 300 percent increase. Thus popu- 
lation growth, unlike the situation in so much of the rest of 
the world, did not cause a lower per capita national income, 
owing to the far greater growth of production vis a vis the 
population. 

And now, I would like to comment briefly on the two 
causes which I believe are responsible for this spectucular 
economic progress of Venezuela. 

The first reason — and I imagine that you have been aware 
of it all along —is Venezuela’s traditional welcome to, re- 
spect of and cooperation with foreign private capital, not in 
theory, mind you, but in actual practise. Generally speaking, 
even those countries placing the greatest restrictions on the 
entrance, opportunities and profitability of private foreign 
capital give lip service to its desirability. And, I think that 
the record of this policy is all the more impressive, when we 
consider that it has not just begun, it has not been turned 
on and off like water from a spigot, but has been continuo !s 
since the accession to power of Juan Vicente Gomez in 1908 
down to the present time. Further, and | regard this factor 
as very significant, this policy of cooperation with foreign 
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private capital has not been carried out in an atmosphere 
of political stability, in an environment of orderly assumption 
of tenure of office by succeeding governments, such as we have 
in the United States, Great Britain, or Canada, or under ad- 
ministrations of the same character. In fact, the very converse 
has been the situation. I believe it would be difficult to find a 
more diverse group of personalities, a more variegated assort- 
ment of groups and a succession of different, at times, even 
diametrically-opposed, ideologies of government than Vene- 
zuela has experienced during the last forty years. A brief re- 
view of the heads of government in Venezuela during this 
period will substantiate my contention. 

Juan Vicente Gomez ruled Venezuela from 1908 until his 
death in 1935 as a dictator, although he did not hold the title 
of president during this entire period. When he died on De- 
cember 17, 1935, the Congress appointed General Eleazar 
Lopex Contreras as provisional executive. Later, he was elected 
to the Presidency (under the 1936 constitution, the President 
was elected by the Congress) and served until 1941 when 
he was succeeded by General Isaias Medina Angarita of the 
Partido Democratica Venezolano (the official government 
group) who was elected for a five-year term. In this 1941 
election General Angarita was opposed by Romulo Gallegos 
of the Accion Democratica party. 

General Medina, however, did not finish his term of office, 
but was overthrown by a revolution in October, 1945. From 
this date, Venezuela was governed by what was known as the 
Revolutionary Junta of Government headed by Romulo Be- 
tancourt of the Accion Democratica party until February 15, 
1948 when Romulo Gallegos, previously elected President, 
was inaugurated. 

President Gallegos also did not conclude his term of office 
and was overthrown on November 24, 1948, from which 
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date Venezuela has been governed by what was termed the 
Military Junta of Government with Lt. Col. Carlos Del- 
gado Chalbaud as President and Lt. Col. Marcos Perez Jim- 
enez and Lt. Col. Luis Felipe Llovera Paez as the other mem- 
bers. On November 13, 1950, Lt. Col. Chalbaud was assas- 
sinated. He has been succeeded as President of the Junta by 
Dr. German Suarez Flamerich, former Venezuelan Ambassa- 
dor to Peru, with the other two members continuing. However, 
since Dr. Saurez is a civilian, the governing body of Vene- 
zuela is now known as the Governmenta Junta in Venezuela. 

It is not the purpose of this lecture to diagnose the why and 
wherefore of political conditions in Venezuela. I have given 
this brief narrative only to emphasize, that despite this, to 
say the least, checkered political background and varied ka- 
leidoscope of different personalities and philosophies of gov- 
ernment, Venezuela has invited, cooperated with, offered a 
friendly reception to foreign private capital in the develop- 
ment and expioitation of its wealth during the entire period. 
I hold this to be a cardinal reason for its economic progress. 

The second contributing cause for the country’s economic 
progress results from the use made by the Venezuelan Gov- 
ernment of the tremendous revenues received over the years 
by its National Treasury from petroleum operations in the 
country. This policy in later years has come to be known 
as ‘‘sembrando el petroleo” literally translated as “sowing the 
oil.” 

One of the charges made against the petroleum industry 
in Venezuela by its critics is that it is dissipating a natural 
resource of the country, which, when completely depleted at 
whatever future date that may be, will leave the country 
worse off than if it had never been developed. Or it might not 
even be necessary to wait for depletion. A new and cheaper 
fuel might be discovered and the demand for Venezuelan pe- 
troleum cut in half similar to what happened to Chilean ni- 
trates following the development and manufacture of cheaper 
synthetics. 

Another group of critics concedes the great development 
of wealth by the petroleum industry but contends that it is 
shared by too few — the stockholders of the companies, the 
petroleum workers and their families and the Government, 
which has unwisely dissipated the funds. 

Sembrando el petroleo or sowing the oil is the Govern- 
ment’s answer to both of these arguments. Preparing for the 
day when petroleum will not return the prodigious revenue 
to the country and the Treasury that it has in the past and 
is doing at present, the Government has endeavored and is 
attempting to spend that revenue in such a way that agricul- 
ture, other mining, manufacturing, fishing, livestock, and for- 
est industries, all serviced by a modern system of transporta- 
tion, will be able to take up the slack of any decrease in 
petroleum production. Recognizing also that manpower re- 
sources are equally as important as natural resources and that 
very little industrialization or economic progress of any kind 
for that matter is possible with a limited, backward, illiterate 
and unhealthy population, the Government is spending other 
sizable portions of its petroleum revenue on education, at all 
levels; housing, both rural and urban; eradication of disease ; 
hospitals ; sewerage systems; proper nutrition; and finally im- 
migration. 

To a great degree, the Venezuelan Government through 
this sowing the oil policy and private capital, both foreign 
and domestic, through its vast developmental programs of 
land, people and natural resources — their combined invest- 
ment in Venezuela’s economic development totals approxi- 
mately $3,000,000,000 since 1940 — are remaking an econ- 
omy, literally transforming a backward region into a modern 
nation before our very eyes. 
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